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The Function of Banking 


By HENRY FORD, AS TOLD TO SAMUEL CROWTHER 


We Can Make Prosperity Continuous by Intelligent Planning. 
Unless the Five Day Week Is Widely Adopted, Producing Power 


Will Run Ahead of Consumption. 
Positive Decrease in Buying Power. 


ONEY is a commodity which is 
needed in a business just as iron, 
steel, cotton, wool, or other com- 
modities are needed. The amount 

of money which any business requires may 
be fixed as definitely as the amount of steel 
or iron which it requires. The banks are 
not the source of money supply—they are 
just the agents of the owners. 

The actual financiers of any business must 
be the people who buy from it. If there 
are not enough buyers to finance a business, 
then there is something so fundamentally 
wrong with it that no financing by bankers 
can do more than give the appearance of 
life to that which is already dead. The 
banking which assists a business to be pros- 
perous is a service to the public. Such a 
business will soon do its own banking. The 
banking which looks upon a business as a 
thing to be financed for the profits of 
financing and not as an aid to its prosperity 
is not a service to the public. Unfortunate- 
ly, the second kind of banking yields quicker 
and easier money than the first, although 
in the end it is only legitimate banking that 
really pays. 


Money Needed Desperately 


AKE a case in point. Suppose the man- 

agement of a business thinks that it des- 
perately needs money and is willing to pay 
any amount to be tided over. Quite a num- 
ber of foreign concerns seem to be in that 
condition. A banker says that he will lend 
money on terms. These terms work out so 
that the business is paying 10 or 15 per cent 
for the money it gets. It needs no argu- 
ment to show that a business which pays 
too much for its money is in as danger- 


ous a situation as a business which has to 
pay too much for its supplies. Neverthe- 
less, the banker says that the: risk justifies 
the high rate. 

What happens? No business which serves 
can afford to pay 10 or 15 per cent for 
money. The mere fact that it may pay off 
the loan is not a proof of its ability to pay. 
It may pay the loan at the expense of its 
service; it may pay out of its profits and 
thus cripple its ability to extend; it may pay 
by cutting wages, which results in reducing 
purchasing power and in bad workmanship 
—and both reduce the market for goods; 
it may pay by lowering the quality of its 
product or by overpricing the product, and 
either of these courses also limits its mar- 
ket. The payment cannot be made other- 
wise than at the expense of service. 

A business which thinks that it needs 
money desperately, never does need money. 
It needs better management, and the getting 
of money only serves to cover up the real 
faults and to make matters worse. 


When Banks Are Useful 


HE time when a bank can be most use- 

ful to a business in the supplying of 
funds is when that business does not need 
money to carry on its ordinary affairs. 
Those ordinary affairs ought to be financed 
out of current income, and if they are not, 
then there is something wrong with the 
planning. Being short of money is just as 
much the fault of planning as being short 
of iron or any other necessary supply. 

All this would seem to go more to invest- 
ment banking than to banking proper, but 
the principles are quite the same for either 
kind of banking. Every big failure which 
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Installment Selling Means 
What Banks Might Do. 


involves banks (and most big failures do) 
shows no great distinction between invest- 
ment banking and deposit banking—except- 
ing in name and detail. In fact, the two 
are bound up together. 

The continued keeping in mind that money 
is a commodity and nothing more, and that 
its use is governed by business principles, 
will remove all of the evils from banking. 
These evils center around thinking that 
money makes the wheels go round, and that, 
therefore, the control of a business should 
be with bankers instead of with the actual 
managers. 


Why Does Business Exist? 


HAT is the function of business? 

Why does business exist? Business is 
simply the organization of supply, and any 
unit of business can justify its existence 
only in proportion to the service it renders. 
Service means a great deal. It starts with 
design and comprehends making the best 
possible article in the best possible way and 
selling at the lowest possible price. This is 
an unending process, for no designs, meth- 
ods or materials are ever perfect—all of 
them need constant revision. In our indus- 
tries we take for granted that we are not 
doing anything as well as it ought to be 
done. 

Striving to do things in the best way 
makes good workmen necessary, and these 
workmen ought to be paid the highest pos- 
sible wages for the shortest possible working 
time. For a dozen years the Ford industries 
have been on the eight-hour basis with no 
overtime. Now we are definitely on the five- 
day week at six-day pay. We are committed 
to high pay and high leisure, not on humani- 
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tarian grounds, but because without leisure 
the workingmen—who are the largest buyers 
in the country—cannot have the time to cul- 
tivate a higher standard of living and there- 
fore to increase their purchasing power. 
The high wages arm them with purchasing 
power and the leisure enables them to use 
the power. Cheap produc- 
tion and high wages fit into 
each other. 

The cultivation of pur- 
chasing power is the most 
pressing need of industry. 
Unless shortly we have a 
widespread five-day week, 
the country’s producing 
power will run ahead of its 
consuming power. 

That, briefly, is our con- 
ception of business—of mod- 
ern American business. It is 
very far indeed away from 
the thought that business is 
a matter of buying low and 
selling high. Only petty 
business can so function and 
only petty banking can so 
function. 


What Buying Low 
and Selling High 
Does 


UYING low and selling 

high, and making no 
effort to develop purchasing 
power as one goes along, in- 
evitably lead to the artificial 
saturation of markets—of 
course there can be no natu- 
ral saturation. One of the 
fatal, underlying defects of 
the whole European finan- 
cial and industrial structure 
is that it has no comprehen- 
sion at all of building mar- 
kets at home... of putting 
the worker in the way of 
buying what he makes. The 
lowest wage is there thought 
to be the best wage, and 
every effort toward economy 
gets around lowering 
wages and lengthening hours. 
The highest price is thought 
to be the best price. 

And so, instead of 
strengthening home markets, 
the attention is centered on 
developing export markets. 
English industry, for in- 
stance, thinks it cannot sur- 
vive without exports. The 
industries of the Continent 
are on quite the same plan, 
and, unfortunately, banker 
control (and most foreign 
industries are controlled by 
bankers) goes on the principle that the ser- 
vice of a business is incidental, that busi- 
ness is business and that the way. to make 
money is to buy low and sell high. Actu- 
ally, the only reason for the existence of a 
business is its service, and the poorest way 
of all to make money is to put it first—that 
is, just “once-around” business and results in 
nothing worth while. 

From a purely practical standpoint—what- 
ever “practical” may mean—no one is smart 


date. 


enough always to buy low and sell high. 
It will be granted that we have had some 
experience in purchasing. Many years ago 
we found that it did not pay to buy our 
materials speculatively. We found that buy- 
ing only according to our needs and at the 
best price we could then buy gave us lower 


What Henry Ford Thinks of 


Banking and Business 


[7 és up to us to make prosperity continuous and 
that we can do by intelligent planning. 


The banking which encourages debt and seeks to 
keep people in debt is not needed. 


A. business which thinks that it needs money 
desperately never does need money. 
management. 


A business which pays too much for its money is 
in as dangerous a situation as a business which has 
to pay too much for its supplies. 


The man who thinks himself a successful speculator 
is only fooling himself. 


Hard work, in the old physical sense, is out of 


Most depressions come about through strangling 
buying power. 


Less than half a dozen concerns in this country 
could cure any business depression by on the same 
day raising wages and reducing prices. 


Unless shortly we have a widespread five-day week, 
the country’s producing power will run ahead of its 
consuming power. 


Installment buying has gone too far now. Too 
many articles may be bought on long term credit, and 
credit terms have become sales 
always bad. More important is the positive decrease 
in buying power through adding an excessive cost for 
credit to the actual costs of the goods. 


prices over a term of years than the man 
who tried to beat the market. Speculation, 
all else aside, is only a waste of time. The 
man who thinks himself a successful specu- 
lator is only fooling himself. 


Producing the Right Article 


ee business in its larger aspect 
compels us first to consider design and 
then management and finally labor. These 


It needs better 


terms—which is 


three factors interlock. For instance, labo 
will not be productive unless management 
makes it so through designing the right arti 
cle and the right way of making that article 
When we have considered management and 
labor, we have also considered the publi: 
for there is no separate buying public. Ther 
is no such division as capi- 
tal, labor and the public— 
that is to say, there is no 
such division possible in a 
well-ordered community. 
The employer is a part of 
the buying public and so are 
his workmen. 

Take this whole subject 
of labor. It is rather com- 
monly misunderstood. There 
are three cardinal points at 
the labor end of the produc- 
tive system, none of which 
can be disregarded. The 
first point is that hard work, 
in the old physical sense, is 
out of date. The laborious 
bearing of burdens and the 
fist used as a hammer and 
the arm as a lever did not 
accomplish much. And what 
was accomplished thereby 
did not spring out of free 
labor. In these days of 
wider work a man is re- 
garded as better than a 
beast of burden, his human 
qualities are more _ highly 
valued; it is his character, 
his brain, not merely his 
brawn, that fit him to his 
part in the present system. 
It is a badly managed shop 
where men do what can be 
done by machines. The ma- 
chine places the man in the 
position of mastery, which 
hard hand labor never does. 
When the achievements of 
modern industrial science 
are summed up, high place 
must be given to its cease- 
less effort to lift the bur- 
dens off flesh and blood and 
place them on steel. Hard 
work is not productive; 
hard work does not pay; 
an industry founded on hard 
work and doing nothing to 
eliminate hard work is not 
and cannot be prosperous. 
Hard work means quite a 
different thing from what 
we have thought it to mean. 

The second point is this: 
the effect of labor-saving 
devices is not to diminish 
the number of men _ em- 
ployed, but to increase it. 
If the point just above may 
be referred to employers, this second point 
may be referred to employees. There is a 
suspicion among uninstructed men of the 
new efficiency methods being adopted. May- 
be some of the so-called efficiency methods 
are not efficient at all, and should there- 
fore be objected to. But, taking the main 
trend of progress in this respect, there is 
still suspicion and jealousy of all improve- 
ments which cut down the labor cost of 
various operations by reducing the number 
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It is as foolish to use 


of men required. 
the labor of seven men on a piece of work 
which could just as well be done by one 
man as it is to keep six men carrying bricks 
from one point to another and then carrying 
them back again merely to give them em- 


ployment. One would think that the work- 
ingman himself would resent being kept on 
work that meant nothing but employment. 


Labor Saving Puts More Men 
on the Job 


OST of the conclusions of those who 

would “defend” the workingman from 
the “encroachment of the machine” are 
drawn from thin air; they are not the con- 
clusions based on experience. The expe- 
rience of the Ford Motor Company would 
probably be admitted as competent. In few 
places has labor-saving policy been so in- 
sistently pushed—both as regards reducing 
the labor which men have to perform and 
reducing the number of men required to per- 
form it—and the result is that where a 
seven-man job has been made into a one- 
man job, by the introduction of machinery, 
it has never meant that the extra six men 
were thrown out of employment; it has 


rather meant that twice the number of men 
were put to work. 

And the reason is that where you reduce 
the cost of your goods, you increase the num- 
ber of your customers, and this means an 
increased production which requires an in- 
creased force of employees. It is a rather 
notable fact that a company which has gone 
on for twenty years reducing the number 
of men per operation has gone on for 
twenty years steadily increasing the number 
of men employed. 

Saving waste creates employment instead 
of diminishing it. 

On the other hand, it is perfectly obvious 
that a concern which takes the course of in- 
creasing the number of men per operation 
would soon have no employment to give 
at all. Its goods would be too expensive to 
buy and too clumsily made to use. It would 
die. That is not the way to provide em- 
ployment. 

Another point is this: no business worthy 
the name should be financed out of the pay 
envelopes of its employees. A manufac- 
turing institution that does not make a good 
wage for its workmen along with the com- 
modity it makes for the public is not a good 
manufacturing institution. 

Wages—good wages—is one of the prod- 
ucts of a good business. It is one of the 
curious paradoxes of business life that the 
manufacturing concern which tries to give 
the lowest wages tries also to get the 
highest price out of the public for its com- 
modity, whereas the concern which pays the 
highest wages will be found to be giving the 
public the highest value for its money. The 
advantage of a right method is that it is 
right all round, and one thing done right 
leads on to another, and that to another, 
until the circle of benefit is complete. 


Making Prosperity Continuous 


HE field which American industrialists 
and bankers have before them is im- 
measurably broad. An immense amount of 
work stands crying to be done. The United 
States, as compared with the world, is pros- 
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perous. It is up to us to make that pros- 
perity continuous, and that we can do by 
intelligent planning. But while the United 
States is by comparison prosperous, it is 
not prosperous in all its sections. A pros- 
perity which is to some extent sectional is 
far better than none at all, but it is not 
something to be satisfied with. Our pros- 
perity ought to be and can be universal and 
continuous. 

This is an affair for bankers. Everything 
is an affair for bankers, because money con- 
sidered as a commodity is a_ universal 
necessity. The banking, however, which en- 
courages debt and seeks to keep people in 
debt is not needed. Money as a steady diet 
does not make for either industrial or agri- 
cultural health. 

Take the question of continuous pros- 
perity. Prosperity grows out of confidence in 
the future, and to have that confidence one 
need be neither an optimist nor a pessimist. 
An optimist is no more to be trusted than 
a pessimist. Prosperity and depression do 


not of themselves come in cycles. True 
prosperity is the normal functioning 
of supply and demand. pros- 


perity results from high wages and low 
prices. Most depressions come about through 
strangling buying power. Under the old 
selling-high theory of business, rising prices 
were taken as an indication of prosperity. 
Salesmen always advised buying heavily on 
a rising market in order to avoid having to 
pay more in the future. Thus a rising mar- 
ket is falsely stimulated. This leads to 
speculation and to forced production. The 
brisk trade is usually among the middle men, 
for people in gereral do not buy more be- 
cause prices are going up. They buy less. 
And just about the time when prosperity is 
supposed to be in full swing, someone dis- 
covers that the consumers have silently gone 
on strike. Then the factories shut down 
and in doing so remove from the market the 
great buying power of wages. The bankers 
who have been advancing money on a rising 
market shut off credit and the country goes 
into stagnation—not because anything has 
happened to the country but because unthink- 
ing men have killed the markets. 

This sort of thing can be prevented by 
business men and bankers centering their 
attention on getting the kind of manage- 
ment that reduces prices and raises wages. 
Less than half a dozen concerns in this 
country could cure any business depression 
by on the same day raising wages and re- 
ducing prices. 


Importance of Management 


ANY sections of our country are far 
from prosperous, not because they 
lack natural resources—natural resources 
are not all-important anyway. Management 
brains are much more important. These 
sections of the country are lacking in pros- 
perity because they are without leadership. 
Our country grew up along the Atlantic 
Seaboard, and for a time it was thought 
that all industries had to be in the East. But 
in a few years we have seen the South be- 
coming industrial without losing any of its 
agricultural wealth. Men have found that 
they can put their cotton mills there to 
better advantage than in the crowded mill 
towns of the North. 
The same process can be extended all 


over the country and with like economies. 
It is a duty of progress as well as an ex- 
cellent way to earn larger profits actively 
to forward this development. 

This country is far too big to have 
centralization. The large corporation is 
necessary if even the most elementary econ- 
omies in production and distribution are to 
be had, but it so happens that the large 
corporation is more easily decentralized than 
the smaller company. For with the accurate 
workmanship of standardization, the various 
parts of any product may be made at what- 
ever point in the country they can be best 
made, and then they can be assembled at the 
point of use. This saves transportation and 
also it saves the unnecessary overhead of 
maintaining too large a factory in one place. 
We no longer manufacture motor cars. We 
make parts of motor cars. These parts are 
made in various factories scattered all over 
the country and, in fact, pretty much all 
over the world. The parts are assembled 
into motor cars at stations near the point 
of use. This same sort of decentralization 
can be, and to some extent is being, prac- 
ticed by an increasingly large number of 
industries. 


Installment Selling is an 
Industry of Debt 


HE extension of prosperity is under 

way, but also a practice is rapidly grow- 
ing which may call a temporary halt to our 
progress. It is a subject primarily for bank- 
ers. It is what might be called the “indus- 
try of debt.” 

A certain amount of credit is essential 
for the proper conduct of business. The 
Ford industries have found it economical to 
operate on a cash basis, and also we plan 
our affairs to keep enough cash on hand 
for our necessary expenditures over a period, 
with something additional to meet expendi- 
tures for improvements and the like. We 
prefer to be on a self-contained basis and 
to have the banks pay interest to us rather 
than to pay interest to the banks. Any busi- 
ness which is heavily in debt is not its own 
master and cannot progress as rapidly as one 
which is free. That, however, is not the 
present point. 

The present point is the industry of debt 
which has grown’ up between the manufac- 
turer and the consumer, or between the dis- 
tributor and the consumer through finance 
companies which permit the consumer to pay 
his debt in installments over a long period. 

Installment buying has been useful under 
certain circumstances. It may be a method 
of saving, and the possession of the article 
before it is paid for may stimulate saving. 
But the thing has gone too far now. Too 
many articles may be bought on long-term 
credit, and credit terms have become sales 
terms—which is always bad, because this 
leads to overbuying and also to careless 
buying, and thus lessens the effectiveness of 
buying power. 


Decreasing Buying Power 


HERE are dangers and very decided 

dangers in all this. There is, first, the 
taking away the buying power of an indi- 
vidual by involving all his income in pledges. 
That is important, but holds its own cure. 
More important is the pesitive decrease in 
(Continued on page 259) 
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The Clipped Coin 


(The Journal Cover) 


66 HE Clipped Coin,” the first 
of the picture covers which 
will hereafter appear in the 
JOURNAL is from an original paint- 
ing by Walter de Maris, the Ameri- 
can artist with whose work Ameri- 
cans have for years been familiar. 
Readers will remember the series 
from his brush published last Octo- 
ber in this magazine commemorat- 
ing the fiftieth anniversary of the 
American Bankers Association. 

The cover pictures now beginning 
on the JOURNAL will, in a sense, be 
a continuation of that series and, like 
those of last October, will portray 
and symbolize important events or 
human interest phases in banking 
and business practice. 


HE practice of clipping coins 
belongs to another age when 
thrift was thrift and pilfering was 


picayunish compared with the prac- 
tices of the average miscreant of 
today. 

When a coin back in 1770, or there- 
abouts, passed in turn through the 
hands of a number of persons each 
of whom sought a little unwarranted 
gain for himself by clipping a bit of 
gold from it or by rubbing off some 
of the valuable metal, then it soon 
lost its mint value and could be ac- 
cepted in trade only at its weight. 
The practice was annoying and an 
obstruction to trade since the weigh- 
ing of coins was a nuisance and, 
moreover, led to disputes, disap- 
pointments and perchance to the 
raising of questions as to the good 
faith of the two parties to an ordi- 
nary transaction. 

“Tn New York, as in other places,” 
says the Journal of American His- 
tory, “it was impossible to prevent 
the clipping and sweating of the 
gold coin in circulation. The Cham- 
ber of Commerce as early as 1770 
had stigmatized it as an evil and 
scandalous practice, and had passed 
a resolution agreeing not to take the 
light coins except at a discount of 


four pence for each deficient grain. 
The Bank (Bank of New York) ex- 
perienced a great deal of trouble 
from this source in the commence- 
ment of its business, and Hamilton 
was occupied for some time in de- 
vising a method of receiving and 
paying out gold. The practice of 
weighing it was attended with many 
difficulties but it was not easy to find 
a substitute.” 


R. DE MARIS’ picture illus- 
trates a then common incident 

when a customer went to his bank. 
Now, the Federal statutes provide 
drastic punishment for anyone who 
mutilates, impairs, diminishes, falsi- 
fies, scales or lightens not only 
United States money but any for- 
eign gold or silver coins in actual 
use or circulation anywhere within 
the jurisdiction of the United States. 
The penalty may be $2,000 fine or 
imprisonment for five years. The 
milled edge on coins is a device to 
prevent rubbing. Without it a coin 
might be robbed of some of its 
weight; with the device, pilfering is 

at once detectable. 


HE November cover will por- 
tray the first big money transport 
ever made in the United States—it 
was an event of great importance in 
the struggle which the Americans 
were at that time waging for inde- 
pendence. The difficulties of that 
struggle may be visualized by the 
picture based on the transfer, prob- 
ably for the first time in America, of 
a large amount of real money. Some- 
one has said that every real picture 
should be a window. In this case 
the November cover picture is a win- 
dow through which we get a view 
of money transportation strangely 
contrasting with the present day 
methods of shipping by rail or re- 
mitting by mail or telegraph. 
Watch for the November JOUR 
NAL and read the little sketch dis- 
cussing the event. 
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Can the Small-Town Bank Survive? 


By ROSCOE MACY 


Cashier, Bank of Lynnville, lowa 


The Capacity for Giving Personalized Service Insures the 
Permanency of the Small Community Bank. Knowledge of 
Customers and Their Affairs Makes Possible Many Economies 
Denied City Bank. The Story of a Cheque Written on a Shingle. 


NUMBER of experts are now 
coming forward with the predic- 
tion that the day of the small- 
town bank is on the wane. It is 

their idea that good roads and the auto- 

mobile are steadily bringing the country 

nearer the city, and that the time is fast 

approaching when the little 

country corner institutions 

will be unable longer to com- 

pete with the larger organ- 

izations. In this day of 

mergers and mammoth branch 

banking systems, they feel 

that the little fellows cannot 

long escape absorption by 

their more heavily capitalized 

competitors. 

When that time comes, we 
fellows who do_ practically 
everything in our 
own particular little 
banks, from sweep- 
ing the floors. to 
lending the cash, 
will find it necessary 
to specialize in either 
sweeping or lending 
—probably with the 
burden of proof on 
us to demonstrate 
that our forte is 
lending rather than 
sweeping. Worse than that, 
we must remember that where- 
as the larger banks, which ac- 
cording to these prophecies, are to 
absorb us, are already provided with 
respectable forces of lenders, the 
competition in the sweeping field is also 
arduous, so that it is not unthinkable that 
we may all have to enter into some entirely 
new line of activity, and some of us may 
even end up as bill collectors for hand laun- 
dries operated by our wives. 

This is a gloomy picture for those of us 
whose wives are not strong—so gloomy that 
the writer is tempted to attack these con- 
clusions of the experts, and advance some 
arguments against the idea that the one- 
horse bank has lost or is losing its title to 
a place in commercial society. 


Human Element Important 


Fo’ us there is some encouragement in 
the thought that not all phases of the 
country banking situation are subject to 
cold two-plus-two reasoning; that the hu- 
man element, which plays so large a part 
in the operation of the “neighborhood” bank, 


is something that cannot be reasoned nor 
legislated out of the way. Every little bank 
in the country has its customers who would 
bury the family funds at the roots of the 
third apple tree in the second orchard row 
before they would think of deserting the 
home-town bank for a city institution. And 


We fellows do practically everything. from sweeping 


the floor to lending the cash. 


every such customer will have his own rea- 
sons for his attitude, which are sufficiently 
cogent to govern his actions, whatever the 
experts may think of them. 

In our own territory we have seen these 
little banks paying 5 per cent interest on 
deposits during the war, and lending at 8 
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per cent while other banks within fifteen and 

twenty miles paid 4 per cent and made loans 

at 6 without any considerable effect in either 

instance on the volume of loans or deposits. 
Is that to be explained by mathematics? 

It is urged that the larger banking sys- 

tems can practice innumerable economies 

not available to the small institu- 

tions; that their larger capitaliza- 

tion and more diversified clientele 

renders them safer depositories, 

At 3 and that the fact that their funds 


4 come from various classes of de- 


positors and many different lines 
of business, and, in the case of 
branch banking systems, from 
Over a large territory, renders 
them less susceptible to seasonal 
fluctuations in various lines of busi- 
ness than is the case, for instance, 
with the small bank catering largely 
to farmers or operatives in any 
other single line. 

It is impossible to 
deny the large grain 
of truth in all these 
arguments; all we 
can do is to urge our 
belief that not one 
of them, nor all of 
them together, will 
control the situation. 

Nor is the grain of truth altogether un- 
adulterated. 

The small bank also has its own pet 
economies which cannot be practiced by 
its competitors in the cities, and it has 
its own methods for safeguarding its 
depositors’ funds in time of stress, and 
of making provisions for seasonal fluc- 
tuations in customer operations. 

It is, of course, undeniable that the 
large bank has one great advan- 
tage over its smaller neighbor in 
its ability to purchase supplies in 
large quantities. It can indulge 
in lithographed checks, ledger 
sheets and letterheads without 
paying any more per unit than 
the small bank, purchasing in 
lesser quantities, would have to 
pay for printed supplies of the 
same sort. 

But there is an easy way 
around this for the little fellow. 
He can (and a great many of us do) buy 
the printed stuff. So far as we can see, it 
answers our purpose in nearly every respect, 
nor do our customers make any audible ob- 
jections. If they notice the difference at all, 


they recognize that in banking with us they 
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are getting something else not available in 
the city to offset the dinginess of their check 
books. 

Furthermore, intimate acquaintance with 
each of our customers enables us to elimi- 
nate many items of detail which are of 
course a matter of necessity in a city bank. 
The signature file used in our local bank 
would be an object of derision to one of our 
city brethren, yet in some thirty years of 
banking we have yet to see the successful 
forgery of a check on a customer of ours. 

Many of our depositors request that their 
current statements of account be carried 
forward on a single page until they call for 
them—which they do every two, three, or 
even six months. This effects for us a con- 
siderable saving in postage, clerical work 
and statement sheets. Practices such as this 
might well be calculated to cause the city 
banker to shudder and exclaim of false 
economy, but a knowledge of the situation 
renders them as innocuous in their appear- 
host of others 


ance to us as _his- 
tory has shown 
them to be in real- 
ity. » 
\ 
ong, 
which are exercised 
regularly by one or 4 * “ii 
another of those 
banks in which the \ * 
& 
officers can rely on 5. 
an intimate knowl- 
edge of each indi- 
vidual customer to 
safeguard the in- 
terests of the bank. 

It is  unfortu- 
nately true that the 
lay mind, especial- 
ly in the small 
communities, is apt 
to attribute a spe- 
cial degree of 
safety to the bank with large marble pillars 
at its portal; the man in front of the counter 
often accepts $1,000,000 totals as indicating 
in themselves greater strength and stability 
than $1,000 ones. 

Luckily for us, however, the small-town 
mind does not confine itself to this one 
standard in its judgment of banks. The 
farmer or corner-store merchant who takes 
it for granted that the large bank in the 
neighboring city is a strong one because it 
“has a lot of money,” is just as sure that 
the home-town institution is also safe, sim- 
ply because he knows old man Watkins, 
who runs the bank. He doesn’t know the 
officers of the city bank except by hearsay; 
he understands that they turn big deals, and 
infers that they must take commensurate 
risks. He knows that Watkins, on the other 
hand, deals in smaller amounts, and he has 
his own borrowing experience to prove that 
the old man takes little or no risk. 

The large institution is seldom crippled 
by the seasonal depressions and _ inflations 
that affect certain lines of business or cer- 
tain localities, because its diversity of cus- 
tom makes it possible to divert idle funds 
from one branch or department to meet sud- 
den stringencies in another. The small bank 
with a restricted clientele meets the situation 
from another angle. The management has 


‘These are typical 
economies, to which 
might be added a 
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learned through experience to anticipate the 
probable occurrence and extent of the fluc- 
tuation, and provides for it, where neces- 
sary, by either encouraging or limiting the 
borrowing of money for non-essential pur- 
poses. Referring again to our local bank, 
we have never had to resort to borrowing 
except in such times of abnormal stress as 
the Liberty Loan campaigns and the period 
of agricultural deflation in 1920. 

There is nothing, therefore, in the aspects 
just considered which needs be conclusive 
either for or against the continued domi- 
nance of the small-town bank in its own 
particular field. Both the large system and 
the small banking unit have each its own 
economies, its elements of safety and its 
fluidity of resources peculiar to itself. 

But there is another phase of the ques- 
tion in which the little bank 
has all the advantage—a 


We local bankers have perfect cognizance through 
long experience with the farmer’s problem 


characteristic common to most of the coun- 
try corner counting houses, which the city 
bank can never hope to duplicate. The rock 
upon which the little bank may depend for 
permanence is its capacity for “personal- 
ized” service. 

I mean by that the ability of the small 
bank, through its operating force, to treat 
each customer as an individual to a degree 
impossible in the larger institutions. The 
“one-man banker” can attain a degree of 
intimacy with his deposittors and of sym- 
pathy with their problems, which in the very 
nature of things is denied to the officer of 
the city bank. 

Large banks, 
the rank and file of customers’ accounts 
is of necessity a process of more or less 
impersonal routine, must have their certain 
set rules and regulations to which every 
such customer is required to conform; the 
smaller institutions, with their more _ inti- 
mate knowledge of individual depositors, 
can with safety and convenience permit 
variations in the handling of accounts which, 
if practiced in a large bank, would soon 
bring about a state of chaos. 

John Jones, a poor penman, will stick by 
his local banker because the latter always 
fills in his counter cheques for him, casually 
and as a matter of course. Jim Brown will 
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bank where he can telephone orders for the 
payment of money or like transactions, have 
his voice recognized and the payment made 
as directed without delay; the local banker, 
knowing Jim, feels safe in making such 
payments without a signed voucher. 


A Cedar Shingle Cheque 


ie our bank we once cashed a cheque vrit- 
ten out on an ordinary cedar shing'e; a 
debit slip was run through the books and 
the shingle filed as a voucher. Fancy the 
city bank dealing with such a situation! 
Imagine the agitated clerks, the bookkeep- 
ers giggling in a corner, a teller wiring the 
depositor for confirmation of the order to 
pay—perhaps a specially called directors’ 
meeting to grant the necessary authority, 

In our case we felt that the item 

was self-authenticating; no one 
but Bill Brooks 
would be “dam- 
phool” enough to 
think of such a 
thing. 

It is true that 
countless large 
banks are furnish- 
ing service of this 
general nature, but 
it must be only a 
remote semblance 
of the sort of 
thing we _ fellows 
out here do as a 
part of our every- 
day routine. The 
officer in the large 
bank may know 
his particular cus- 
tomers by their 
first names, but it 
is not likely that 
he knows their 
children, or their 
grandparents, or 
how they get 
along with their neighbors across the street. 

We are actually close to our customers 
in their everyday lives; their daily problems 
are in large measure our own; we can see 
them through their own eyes, and our sym- 
pathy is natural and effortless. On the other 
hand, there is almost certain to be an ele- 
ment of artificiality in the intimacy of the 
city banker with the general run of his cus- 
tomers if he makes any attempt to attain 
any such relation. He does not see them 
every day on the street or about their homes; 
their personal interests are in no sense his. 
[I have often laughed with a farmer cus- 
tomer at his description of the attempt of 
a city banker to discuss farm problems with 
him—problems of which we local bankers 
have a perfect cognizance through long ex- 
perience, but which the man out of touch 
with the farm is unable to grasp with un- 
derstanding. ] 

The man who has been “under the 
weather” for a few days likes to have his 
banker, among others, note his reappear- 
ance on the streets and congratulate him on 
his convalescence. Only a neighborhood 
resident is likely to be able to keep tab 
on the intricacies of family interrelation- 
ships in the small community, and to steer 
clear of complications that easily arise out 

(Continued on page 269) 
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The Country Bank and the Federal 


Reserve System 


By GEORGE R. JAMES 


Facilities of Reserve System Available to the Smallest and 
Largest Banks on Same Terms. How Giving Immediate Credit 
for Items Deposited by Member Banks Would Reduce Interest 
Member Banks Make More Money on Invested Capital. 


Rates. 


DO not share the opinion one frequent- 

ly hears to the effect that the Federal 

Reserve System is an independent or- 

ganization and that it is owned by the 
member banks. I feel that the public has 
quite as much interest in the Federal Re- 
serve banks as have the member banks them- 
selves. This public interest centers in our 
government. As a citizen, the country 
banker, whether his bank is or is not a 
member of the Federal Reserve System, has 
an interest in the System growing out of his 
citizenship. 

True, the reserve deposits of the member 
banks may well be said to be the founda- 
tion of the Federal Reserve System, and it 
is also true that the capital stock of the 
Reserve banks was supplied by the member 
banks. But the act of Congress, under 
which the System was established, provided 
at the outset that “Should the total sub- 
scriptions by banks and the public to the 
stock of said Federal Reserve banks, or 
any one or more of them, be, in the judg- 
ment of the Organization Committee, in- 
sufficient to provide the amount of capital 
stock required therefor, then and in that 
event the said Organization Committee shall 
allot to the United States such an amount 
of said stock as said committee shall deter- 
mine.” 

The application of the provisions of the 
law governing the division of the earnings 
of the System in the past results in the 
capital account of the Reserve System be- 
ing one-thifd under the ownership of the 
member banks and two-thirds (representing 
the surplus) belonging to the Treasury of 
the United States. 

Neither must we forget the fact that the 
government stands squarely behind the notes 
of the reserve banks, which notes play such 
an important part in providing a currency 
for the nation. Even though by any com- 
bination of circumstances all of the gold held 
by the System should be taken away and 
out of the country, still these notes backed 
by the integrity of our government would 
be worth 100 cents on the dollar. 


Not Money Making System 


T is perfectly clear that the reserve banks 

were not created to make money either 
for themselves or for the member banks 
beyond the 6 per cent interest on the money 
invested in the capital stock. It is equally 
clear that the System was designed to be 
an aid to agriculture, industry and com- 
merce, or, in other words, the public, al- 


though, as I said before, it functions through 
its member banks. 

The law does permit the Federal Reserve 
banks to perform certain services for the 
member banks without charge and at the 
expense of the reserve banks because it was 
believed that the reserve banks could reduce 
the costs of performing these services, and 
the services now rendered by the Federal 
Reserve banks are performed at a saving in 
cost that is far greater than was originally 
anticipated. The cost of the collection of 
checks, transfer of funds, and handling -of 
currency by the Federal Reserve System is 
only a small percentage of what those func- 
tions cost when performed by individual 
banks. The economies that are possible 
through mass production apply with equal 
force in the Federal Reserve System as they 
do in the plants of the Ford Motor Com- 
pany. 

The major earnings of the Federal Re- 
serve banks arise out of the interest charged 
member banks when the member banks bor- 
row. They are increased or diminished only 
as the requirements of the member banks 
dictate. And, perhaps, it may be important 
to state that the facilities of the Federal 
Reserve System are available for the small- 
est and for the largest member banks on 
exactly the same terms and conditions. 
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The so-called free service which the 
Federal Reserve System renders to its mem- 
bers is in the last analysis given at the ex- 
pense of the public, and I feel that this great 
American public should be in a position to 
inquire whether or not it is getting the bene- 
fit of these services, and if not, why not? 


Why Banks Do Not Join 


——— part of my time has been taken 
up in the study of the question, “Why 
so many banks do not belong to the Federal 
Reserve System,” but I am still unable to 
get anything like a satisfactory answer to 
this problem. The fact is that when I sum 
up the replies I have seen or heard, I reach 
the conclusion that an alibi or an excuse has 
been offered in lieu of reasons. 

One of the popular answers to the in- 
quiry as to why non-member banks do not 
join the Federal Reserve System has been 
that the System does not pay interest on 
reserve deposits, whereas, by keeping their 
reserves with some city correspondent bank 
they do receive interest on their balances; 
in consequence, in the one case they get no 
return on their reserve balances; in the 
other, they make a profit. The city banks 
which act as correspondents for country 
banks have quite a way of requiring “com- 
mensurate balances,” and there are mighty 
few of them but what make a profit out 
of the country bank’s account. 

Every now and then we have the sug- 
gestion offered that the reserve banks should 
give immediate credit for items deposited 
with them by their members on the theory 
that “it would not cost the System anything 
to do so,” but anyone who holds this view 
is very greatly mistaken. Experience has 
shown that member banks borrow from the 
reserve banks almost entirely for the pur- 
pose of replenishing their required reserve 
balances, and the moment their balances at 
the reserve banks are in excess of the legal 
requirements, the excess is immediately used 
to retire the borrowings. 

If you will notice the “Report of Condi- 
tion of the Federal Reserve Banks,” pub- 
lished weekly in the leading newspapers of 
the country, you will find that the item listed 
in the assets as “Total Bills Discounted” 
very closely approximates the amount of the 
item listed in the liabilities as “Deferred 
Availability Items.” In other words, the 
direct borrowings of member banks, except 
for infrequent peak periods, offset the 
“float.” 


To give immediate credit would cut the 
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earning assets of the reserve banks very 
materially. Calculated on the last report 
available, it would mean approximately 50 
per cent. If the reserve banks should re- 
place these direct borrowings by purchases 
in the open market, this would cause infla- 
tion that I should regard as both unthink- 
able and unpardonable, and it would also 
work a tremendous hardship on the com- 
mercial banks of the country by unnaturally 
forcing a reduction in rates. Possibly the 
effect upon the country banks would be less 
noticeable at the start than would be the 
effect upon the larger city banks, but it is 
certain that it would reach even the small- 
est and most remote banks through compe- 
tition in one form or another. 

It is extremely difficult, if not impossible, 
to get accurately the effect giving imme- 
diate credit at the reserve banks would have 
on general interest rates, but my guess is 
that it would cause a reduction of more 
than 1 per cent. So, from the standpoint 
of the commercial banks only, and without 
regard to or for the Reserve System, see 
what price would be paid for getting this 
immediate credit. Say, a bank with $200,- 
000 of deposits and loans amounting to 
$150,000—such a bank might reasonably be 
expected to have something less than $5,000 
of items in process of collection, which at 
4 per cent, the present rediscount rate, would 
mean that “immediate credit” resulted in a 
saving of $200. But as an offset to this, 
consider the meaning to that bank of the 
forced reduction in interest rates to its cus- 
tomers. If the reduction was 1 per cent, 
it would make a net loss of $1,300 to the 
bank. This is among those things that 
should be considered and figured on with a 
very sharp pencil. 


The Exchange Charge 


reason frequently offered by 
country bankers in the South for not 
joining the Federal Reserve System is that 
they are denied the right to charge exchange 


when remitting for, their checks. One so- 
called banker asked in my presence on one 
occasion: “What right has the Federal Re- 
serve System to deny my bank the right to 
charge exchange?” To this I very promptly 
answered by asking him the question: “What 
right have you to deduct anything when 
paying a customer’s check that is presented 
either over the counter or through a Fed- 
eral. Reserve bank?” 

It is true that in the old days prior to 
the establishment of the Federal Reserve 
System it was necessary for banks, in order 
to pay their customers’ checks when the 
payee of the check lived at a distant point, 
either to ship the currency or else main- 
tain balances with correspondent banks 
against which they could draw, and, of 
course, in either case this costs money and 
the banks were entitled to collect for the 
service. But with the coming of the Fed- 
eral Reserve System this situation changed. 
The cost of shipping currency is absorbed 
by the reserve bank, and it is not only less 
expensive, but it is safer and more con- 
venient for a bank to pay the checks of its 
customer when they are presented through 
a reserve bank than when presented by the 
customer at the tellér’s window. Anyhow, 
the Supreme Court of the United States 
has settled the question and has established 
the “right,” once and for all, of the re- 


quirement that member banks shall remit at 
par for all checks sent for collection 
through the reserve banks. 

Furthermore, this right and principle has 
been recognized by 90 per cent of all banks 
in the United States, and today every bank 
in the first, second and third Federal Re- 
serve districts is a member bank or is on 
the par lists of the reserve banks. 


Joining Will Not Disrupt 
Relations With Correspondents 


ie seems quite possible that some country 
banks have been kept out of the Federal 
Reserve System because they did not want 
to disrupt their relationship with their city 
correspondents. The chances are that the 
relationship has been and is most pleasant 
and, in the main, satisfying, but joining the 
Federal Reserve System does not mean that 
this relationship should be broken; not by 
any means, although it would make a change 
in the nature of the relationship and a 
change which in my opinion can and should 
be of advantage to both parties. Undoubt- 
edly, the city correspondent bank can and 
will find a way for rendering a service that 
will fully justify the country bank in carry- 
ing a balance. I do not for a minute advo- 
cate cutting out the city correspondent, but 
I do urge the country banker to make avail- 
able for his community every facility the 
government provides as an aid to the busi- 
ness of the country. 

Another thing, I wonder if the bankers, 
particularly the country bankers, realize 
what a great change has taken place and 
is now taking place in the business methods 
and conditions of this entire country? Think 
of the evolution in methods of transporta- 
tion in the past twenty-five to thirty years! 
Think of the passing of the ox cart, the 
horse and buggy and the steamboats! Re- 
call for the moment the coming of auto- 
mobiles and good roads, the increased use 
of the telephone and the inauguration of 
the rural postal service! Then think of the 
development of chain stores and the growth 
of large department stores in cities and what 
these are doing to the cross-roads store- 
keeper and the small-town merchant! 

Do not overlook the shifting of the popu- 
lation from farms to cities, and keep your 
eye on the cooperative movement and its 
effect on the marketing of agricultural 
products. 

All of these things have a direct bear- 
ing and must be taken into account when 
figuring on whether or not it pays to belong 
to the Federal Reserve System, and it would 
be well to take notice of them whether the 
country banker considers joining the Sys- 
tem or not, for they are vital factors in 
his future—he may be certain of that. 

After all, as I see it, the changes that 
are taking place in both the business and 
social life of the nation are only the work- 
ing out of nature’s laws of the survival of 
the fittest. The American public not only 
demands but it is entitled to the best, and 
the individual or the organization that pro- 
vides the best service is the one who will 
survive. And this applies to banking just 
as well as it does to any other line of 
business. 

There 
failures 


have been a great many bank 
in the United States during the 


past few years. A small percentage of 
them—and a small percentage only—have 
been members of the Federal Reserve Sys- 
tem, but not one single one of them failed 
that had lived up to the letter and spirit 
of the law and the rules and regulations 
of the Federal Reserve Board. 

I do not for one moment mean that be- 
ing a member of the Federal Reserve Sys- 
tem guarantees deposits, nor does it insure 
the public and the depositors against dis- 
honest or incompetent banking, but I do say 
that when a bank is a member of the Fed- 
eral Reserve System, and its business is 
conducted within the limitations and re- 
strictions laid down by the law and the rules 
and regulations of the Federal Reserve 
Board, that bank cannot fail. 

A very careful analysis of the earnings 
of the something like 30,000 banks in the 
United States shows that the member banks 
which live up to the letter and the spirit 
of the law and the rules and regulations 
relating to the Federal Reserve System make 
more money on the capital invested than do 
those banks on the average that are not 
members of the System. 

It is my judgment that if and when a 


- commercial’ bank finds out that it cannot 


make money for its stockholders as a mem- 
ber in good standing of the Federal Reserve 
System, then the best thing that bank can 
do in the interest of its depositors, its stock- 


‘holders and its community is to liquidate 


and get out of the way, for certainly there 
are too many ,banks in this day and time 
for the business, now available. 

I urge bankers to look upon the law and 
the rules and regulations of the Federal 
Reserve Board not as restrictive measures, 
intended to harass and handicap, but as a 
standard of good banking, for, after all, 
that is exactly what they are. It may seem 
to the non-member country banker that the 
requirements of the reserve banks, relative 
to the paper that is to be discounted, are 
difficult to meet, but that is not the case. 


A Few Suggestions 


I WOULD say to country bankers: Do 
not be afraid to ask your borrowing cus- 
tomers for a statement or to insist that they 
carry a balance with you as a reserve against 
the loan. Surely you carry reserves against 
your obligations to your depositors, not be- 
cause it is the law, but because it is good 
banking. Good for you as well as the de- 
positor. It is equally good for you and for 
your borrowing customer to require him to 
keep a reserve. 

Do not stick to the antiquated methods of 
getting your accommodations for seasonal 
needs just because it seems to be the easy 
way. 

The future of the country banker will 
rest upon his ability to meet changed con- 
ditions by adopting the new methods. His 
road is not going to be an easy one. Most 
likely it is and will be full of ruts, but the 
only difference between a rut and a grave is 
that one is longer and the other deeper. 

Study your position and do not be ashamed 
to acknowledge mistakes or to learn from 
the experiences of others. 

My last and possibly most important sug- 
gestion is that you keep in mind the slogan: 
“United we stand, divided we fall.” And 
then, if you have not already done so, join 
the Federal Reserve System. 


Results Under Departmental 


Banking 


By H. H. PRESTON 


Separation of Capital and Assets Between Commercial and 


Savings Departments Works Out Successfully in Practice. 


Ex- 


perience in Oregon Shows Savings Depositors Have Greater 
Arguments Pro and Con. 


Protection in Case of Bank Failures. 


PECIALIZATION was the dominant 
idea in banking, as in other forms of 
business organization, during the nine- 
teenth century. This was reflected in 

_the legislation and literature of the period. 
But in recent years the theory and practice 
has been changing. 

The Federal Reserve Act permitted na- 
tional banks to establish trust departments. 
Real estate loans, prohibited in national 
banks for fifty years, were also authorized 
on a limited scale. Savings departments in 
national banks, although already in exist- 
ence, were first given definite recognition 
in 1913. Bond departments are being opened 
in the commercial banks generally. The 
McFadden bill contains a section which 
would be the first definite legislative recog- 
nition of their existence in national banks. 
Similar trends are noticeable in state bank- 
ing, although on the whole the powers of 
state banks have always been broader. The 
specialized commercial bank has given way 
to the modern department store of finance. 


Pacific States Lead Way 


WO Pacific coast states—California in 

1909 and Oregon in 1925—have provided 
that a bank may combine under one roof 
the trust, savings and commercial depart- 
ments but when it does so is required to 
allocate a definite proportion of capital and 
surplus to each department, maintain sepa- 
rate reserves and hold the assets belonging 
to each department for the repayment of 
the depositors of such department in the 
event of liquidation. The laws further pro- 
vide that the assets of the savings depart- 
ment must be invested only in the classes 
of investments legal for savings banks, un- 
der the laws of the respective states. 

This is the form of banking regulation 
known as departmental banking and is at- 
tracting a great deal of interest in the other 
western states. The Idaho legislature in 
1923 authorized a special banking code com- 
mission which brought in a report to the 
following legislative session. The new code, 
recommended by the commission and adopted 
by the legislature, did not contain any pro- 
vision for segregation of assets or depart- 
mentalization. In fact, the commission spe- 
cifically recommended against such a law 
for reasons which will be discussed later. 
The subject of departmental banking has 
been a live topic in Washington for several 
years. It has been debated at open forums 
ot the American Institute of Banking, it has 
been discussed at several group meetings of 
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Segregating Assets 


Tie experience of Cali- 

fornia and Oregon 
under a departmental bank- 
ing law is of live interest to 
bankers in other states be- 
cause there is a pronounced 
trend in ihis direction, due 
to the tendency of the 
modern bank to become “a 
department store of 
finance.” In this article, the 
author recites what the re- 
sults have been in these two 
states and gives the argu- 
ments for and against the 
segregation of a _bank’s 
assets as called for by this 
legislation. 


the bankers and it has had a place on the 
programs of the State Bankers Association. 

Departmental banking, however, is not a 
sectional question. Moreover, it is not a 
new principle in American banking. The 
Federal Reserve Act, as first passed by the 
House in 1913, contained such a section. 
Laws which require that savings deposits 
be segregated and invested in restricted 
classes of securities are in force in at least 
ten other states. With the exception of 


Oklahoma, whose law was passed only in 
1925, these states do not require that the 
capital be allocated to each department. 
The Oregon and California experience may 
therefore be regarded as practically unique. 


Protects Savings Deposits 


primarily to protect and encourage sav- 
ings deposits. The rapid increase in the 
time and savings deposits in commercial 
banks in the past two decades is one reason 
why the plan is attracting special interest 
now. Accordingly a brief review of the 
development of savings departments in com- 
mercial banks will precede our analysis of 
the merits of departmental banking. 

Before 1913 the National Banking Act 
made no distinction between demand and 
time deposits. The same reserves were re- 
quired for all deposits and all funds were 
invested in the same way. There was noth- 
ing in the law to authorize or prohibit the 
creation of savings departments. Savings 
departments began to develop in the 90’s 
and about twenty years ago the Comptroller 
definitely authorized national banks to oper- 
ate savings departments if the directors 
deemed it expedient to do so. 

Reports of savings departments were first 
made to the Comptroller in 1908. These 
early reports are incomplete but supple- 
mentary data were obtained from all banks 
by the National Monetary Commission as 
of April 28, 1909. 

The number of institutions, volume of 
time and savings deposits and the relative 
position of the several classes of banks is 
shown in the accompanying table for 1909 
and 1925. Making due allowance for the 
incomplete data in the earlier report it will 
be noted that the volume of savings busi- 
ness has increased more rapidly in commer- 
cial banks than in the savings banks and 
that national banks show the greatest rela- 
tive increase. 


Time and Saving Deposits in Banks 


April 28, 1909 


Kind of Bank 


No. of 
Banks 


Mutual Savings Banks 642 
State Banks and Trust Companies. . . - 13,459 
National Banks 6,893 
Private Banks... . 1,497 


22,491 


6, 147,989 


June 30, 1925 


Amount 
omit 


3,140, 436 
2,206,589 
743,065 


omitted) 


7,139,500 
7,837,395 
5,744,300 
34,405 
132,173 


20,887,787 


57,899 


28,841 


= = => 
(7772S, aA 
W 
HZ 
| 
| 
fA 
| 
Nb Y) 
VY] 
| | 
Per cent | 
000 No. of |Amount (000 
NO. oun 
| 
51.08 611 
35 89 19, 635 37 
12.09 8,072 27.50 
-94 523 17 
Total......... | 100.00 100.00 
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No special restriction is placed upon in- 
vestments of savings deposits of national 
banks or of the state commercial banks in 
a majority of the states. A national bank 
is required to keep separate hooks of ac- 
count for the savings department and is 
allowed to carry a reserve of only 3 per cent 
against all time deposits. Moreover’ one- 
third of its time deposits may be invested 
in real estate mortgages. This limited right 
is not very largely used partly because the 
city mortgages may run only one year and 
partly because of the ingrained prejudice 
of the commercial banker against non-liquid 
loans. The amount of real estate loans made 
under Section 24, of the Federal Reserve 
Act was $391,461,000 on June 30, 1925, only 
slightly more than 3 per cent of the total 
loans and discounts of national banks on 
that date. For the most part time deposits 
are used in the regular commercial loaning 
operations of the banks. The assets are not 
kept separately and, in the event of liquida- 
tion, demand and time deposits share equally. 


Why Separate Departmenis 


HAT arguments based upon theory 

and practice may be urged in support 
of separation of departments in the modern 
bank ? 

From its very nature the trust business is 
recognized as distinct. Any national bank 
which exercises trust functions, must estab- 
lish a separate department and keep its trust 
funds separate from the other funds of the 
bank. There can be no mingling of trust 
and commercial funds. Segregation in this 
department is universally complete. 

Is there any essential difference between 
the savings and commercial deposits which 
warrant separate treatment? Side by side 
in the savings department of the bank may 
be found various classes of accounts. Some 
of these time or savings deposits are the 
surplus funds of commercial depositors that 
have been transferred temporarily to a sav- 
ings account to earn interest. Still other 
cases are found where a small depositor 
uses a savings account to avoid service 
charges on checking accounts. The pres- 
ence of these various classes of deposits in 
the savings department has led to the con- 
tention that there is no real basis for seg- 
regation. 

The fundamental reason for the savings 
bank, however, is to take care of the savings 
of the persons whose accumulations are too 
small or their experience too limited for 
them to make their own investments. The 
advertising of the savings department in the 
commercial bank is directed largely to at- 
tract deposits from this class. 

It is this class of savers for whom provi- 
sion is made in the savings bank laws, which 
limit the maximum amount of an individual 
account, restrict the investment of funds and 
in other ways provide in every way humanly 
possible for the safety of the deposits. 
Making due allowance for exceptions, it 
may be fairly said that the savings deposi- 
tors in a bank have less knowledge of busi- 
ness and have a larger proportion of their 
assets represented by their savings account 
than the commercial depositors. Moreover 
they do not ordinarily demand credit of the 
bank. It is for the protection of deposits 
of this class that segregation of the assets 
of the savings department is proposed. 


It has been contended that if the bank as 
a whole is sound no deposits are ever in 
jeopardy. Obviously this is the case and 
departmental banking is not suggested as a 
substitute for sound banking. On the con- 
trary, it is believed that it promotes sound 
banking principles by restricting the savings 


Bank Date Closed 


*Funds available for additional dividends. 


department to the class of investments 
proved by long experience best suited for 
savings and the commercial department to a 
commercial banking business. A depart- 
mental bank law does not have in mind 
merely the failed bank. But the cold facts, 
as given in the 1925 report of the Comp- 
troller of the Currency, are that 2486 banks 
with total liabilities of over three-fourths 
of a billion dollars closed in the five years 
following the crisis of 1920. 

There has fortunately been little oppor- 
tunity in California to observe whether 
or not departmentalization gives greater 
protection to savings depositors in the event 
of bank failure. Only five failures of state 
banks have occurred since 1911. Savings 
depositors have not lost a dollar due to 
failures and little, if any, will ultimately 
be lost by the commercial depositors. This 
splendid record is an important reason why 
the California Bank Act is carefully an- 
alyzed by students of banking legislation. 

In Oregon the law providing for complete 
departmentalization is only a year old but 
the provision requiring segregation of the 
assets has been on the statute books since 
1911. There is conclusive evidence from 
Oregon’s experience that segregation of as- 
sets alone means greater safety for the 
savings depositor. 

The amount of deposits on date of sus- 
pension and percentage paid in commercial 
and savings departments of banks which 
have been completely liquidated in Oregon 
since 1911 is shown by the following table: 


Aggregate deposits 
on date of suspension 


Date Closed 
‘Commercial 
Department 
10/19/11 $55,178 
2/23/15 50,844 
8/30/21 55,791 
10/24/21 83,989 
2/16/22 1,555,296 
6/ 4/23 79,014 
4/26/24 56,438 


$2,914,895 


October, igo 


It will be noted that of the four banks 
maintaining savings departments the per- 
centage of dividends paid depositors is in 
all cases higher than that paid the commer- 
cial depositors. 


Banks Not Completely 
Liquidated 


HE following statement, showing ag- 

gregate deposits on the date of suspen- 
sion together with the per cent of dividends 
paid to depositors in both the commercial 
and savings departments, between the date 
of suspension and December 31, 1925, is 
taken from the eighteenth annual report of 
the Superintendent of Banks, 1925. 


Aggregate Deposits 


on Date of Suspension Per Cent of Dividends 


Savings Commercial Savings 
Department Department Department Department 
$152,840 $27,710 

282,216 none 

290,521 12,740 

538,412 183,171 

62,636 

719,537 195,711 

163,540 43,479 

78,738 none 

35,676 none none 
107,053 none none 
243,820 37,285 85 
192,218 none none 

47,683 9,058 *none 


$913,971 


Commercial 


The statement of dividends paid to de- 
positors of banks in liquidation on Decem- 
ber 31, 1925, also shows that the savings 
depositors are more nearly paid in full. 

It will be noted that all of the banks 
except numbers four and thirteen have paid 
substantial dividends. The latter had been 
closed only a few weeks. The payment of 
dividends in the former was enjoined pend- 
ing the final settlement of a suit involving 
a deposit of $96,000 purporting to be govern- 
ment funds. 

Under the law prior to May, 1925, the 
only protection to the savings depositors was 
the assets pledged to that department. The 
new law adds still further protection by 
providing a margin of capital and surplus. 
It was primarily for this reason that the 
Oregon Code Commission recommended al- 
location of capital in the 1925 revision. 
Banking authorities in California have al- 
ways insisted that allocation of capital is 
an essential feature of their law. A ratio 
of capital to deposits in the savings depart- 
ment, graduated according to population, is 
fixed in the law. 

In states where segregation of assets for 
the savings depositors is not accompanied by 
an allocation of capital the treatment of the 
savings depositor in the event of liquidation 
is not uniform. In some instances he has a 
prior lien on all assets; in others he has a 
first lien on the assets of the savings de- 
partment and an equal claim with other de- 
positors on all other assets. 
(Continued on page 257) 


Per cent of 
Dividends 


Commercial 
Department 
84 


Savings 
Department 


Savings 
Department 
none 
none 
15,000 
20,668 
1,069,929 
none 
2,984 


— 
Al lif il if 
Jan. 28, 
Nov, 13, 
May 26, 
Sept, 4, 1923. 
Mar. 21, 
Jan. 24, 1925... 
Det, 16... 1923 
Bank 
A. none 
B. 61 none 
C. 41.5 99 
D. 38 87 
E. 55.8 80.6 
F. 45.7 none 
G. 65 100 


Rayon’s Rapid Growth 


By WILLIAM GIDALY 


The Output Is 33 Times That of 12 Years Ago. America the 
Leading Producer and Consumer But England Occupies a Power- 
ful Position. Rayon Industries Prosperous in Many Countries 
But in Eastern Europe There Is Depression. Prices Undisturbed. 


HE rapid development in rayon pro- 

duction and demand is one of the ro- 

mances of modern American indus- 

try. From a production of 1,566,000 
pounds in 1913 the American industry grew 
to 52,000,000 pounds in 1925, while this 
year’s output is estimated at 68,000,000 
pounds. 

The struggle for the leadership between 
America and any one of the European coun- 
tries was short and the victory decisive, al- 
though qualified by the fact that over 50 
per cent of American production is con- 
trolled by British capital. 

The principle in the manufacture of arti- 
ficial silk is the extraction and conversion 
of cellulose, the vital component of vege- 
table substance. Its 
invention is the re- 
sult of long and la- 
borious experiments 
of French and Eng- 
lish chemists, dating 
back as far as 1710. 
It was the brilliant 
Réaumur who _ first 
thought of  repro- 
ducing the work of 
the silkworm 
through a_ chemical 
process in his labora- 
tory, and Count Hil- 
aire de Chardonnet 
arrived in 1889 at 
a method which as- 
sured the commer- 
cial future of the 
discovery. 

Today four main 
methods of manufac- 
ture have been 
evolved. The most 
important is the vis- 
cose process, which 
obtains the cellulose 
from wood pulp, 
while the other methods use cotton linters or 
waste as raw material. 


Factories Worked to Capacity 


years ago the rayon or arti- 
ficial silk had no standing with con- 
sumers and was used only as a substitute 
by textile manufacturers. The aggregate 
world output in 1909 was 16,000,000 pounds; 
for the last year it amounted to over 185,- 
000,000 pounds, and the current year will 
Probably close with an increase of at least 
15 per cent over 1925. 

With going factories working double shift 
and carrying forward orders for several 
months ahead, new plants are under con- 


struction to supply the growing demand. 
Experiments carried on in the laboratories 
of the rayon factories and of manufacturers 
of fabrics lead almost daily to new fields 
for its employment being opened up. No 
statistics are as yet available on consump- 
tion of rayon in the various branches of 


the textile industry in the United States- 


during 1925, but trade estimates agree that 
the hosiery and cotton industries are the 
leading consumers, the proportion of the 
country’s entire rayon production used be- 
ing estimated at 20 to 28 per cent in the 
hosiery industry and at 21 to 26 per cent in 
the cotton industry, followed by silk manu- 
facture with 16 to 18 per cent, underwear 
with 13 to 15 per cent, knit outer wear with 


A factory view showing where rayon skeins are inspected and graded 


5 to 10 per cent, braids with 4 to 8 per cent, 
and the balance being credited in small 
amounts to the mills producing upholstery 
goods, plush, wool goods, and miscellaneous 
articles. Recent experiments with acetate 
rayon resulted in the discovery that it is a 
perfect insulating medium, and it has been 
put to use as insulation of electric wires. 


America the Leading Producer 
and Consumer 


NE fact appears to be above contradic- 
tion, that rayon has passed the stage 
where it was looked upon as a mere substi- 
tute or as an ephemeral toy of Madame 
Vogue, and that it has firmly established 
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itself as a unique standard staple here to stay. 

America’s share in the world’s output 
of rayon was approximately 28 per cent 
in 1925. There are eight concerns with 
plants located in New England, Pennsylvania, 
Maryland, Tennessee, Virginia, and West 
Virginia. The largest is the Viscose Com- 
pany, which in 1925 produced 36,000,000 
pounds out of America’s total of 52,000,000 
pounds; the Du Pont Rayon Company 
manufactured 7,000,000 pounds, the Tubize 
Artificial Silk Company, 5,000,000 pounds, 
the other five companies having contributed 
from 500,000 to 2,250,000 pounds individ- 
ually. The capitalization of the eight com- 
panies, according to their latest reports, is 
estimated at abo-1t $300,000,000. with the Vis- 
cose Company rep- 
resenting $100,000,- 
000, the Du Pont 
Rayon Company 
$135,000,000, and 
the Tubize $8,000,- 
000 of investments. 

Despite the activ- 
ity of domestic 
plants and _ heavy 
customs duties 
(ranging from a 
minimum of $0.45 a 
pound to 45. per 
cent ad valorem), 
imports in 1925 to- 
taled _ 7,000,000 
pounds, of which 
amount 5,500,000 
were imported for 
consumption. 

One of the most 
striking features of 
the rayon industry 
is the price stability. 
During the last five 
or six years there 
were only two im- 
portant changes in 
prices, which occurred in 1924, when prices 
were reduced 27 per cent, and on July 1, 
this year, when they were cut further 17.5 
per cent, bringing the present prices below 
pre-war level. 


England’s Position in the 
Market 


HIS contrasts sharply with the price 

movements of other textiles, ranging 
from 70 to 290 per cent above pre-war quo- 
tations and the erratic fluctuations of real 
silk. According to Department of Commerce 
experts, this price stability enables the manu- 
facturers “to announce their prices for the 
coming quarter, open their books for orders 


thump | 
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and allot their output.” 

Although America is at the head of pro- 
duction and demand, it is unquestionably 
England that dominates the world market 
from the financial point of view. In 1925 
it manufactured 30,000,000 pounds and im- 
ported an estimated quantity of 13,000,000 
pounds and exported about 7,000,000 pounds. 

Courtauld’s Limited is credited with be- 
ing the largest producer in the world, and 
expects to show an output of 75,000,000 
pounds, including that of its new plants in 
England, Canada, India, France, and the 
United States. This company, it is claimed, 
shows an increase in value to its sharehold- 
ers of almost 5000 per cent in the last eleven 
years. In 1914 the company had a capital 
of $10,000,000. This is all that was ever 
put into it outside of its own profits. Since 
then $90,000,000 have been earned and given 
to shareholders as stock bonuses. The par 
value of the company’s stock is $100,000,000, 
but at present quotations it is worth about 
$500,000,000. Its net profits for the current 
year .are conservatively estimated at $50,- 
000,000. 

Courtauld’s holdings in the American Vis- 
cose Company are estimated at $38,000,000 
of 7 per cent preferred stock out of a total 
of $42,000,000 issued and $47,000,000 of 
common stock out of $52,000,000 issued. 

As it controls 90 to 95 per cent of Eng- 
land’s output and 75 per cent of this coun- 
try’s production, it is reasonable to assume 
that this British company alone controls 30 
per cent of the world’s rayon manufacture. 
Although England ranks only third as to 
quantity produced, this fact places it in the 
forefront of the world’s producers. 

The next largest producer after America 
is Italy. Due to cheap domestic labor, am- 
ple hydroelectric power, the existence of all 
the primary chemicals and the interest of 
foreign capital, the country in 1925 manu- 
factured over 16 per cent of the world’s 
output. As home consumption of 13,000,000 
pounds as against production of 30,000,000 
pounds, left approximately 57 per cent of 
the output free for export, Italy is the main 
source which supplies America and Eng- 


The Convention in 
Los Angeles 


A this issue of THE AMERICAN BANKERS 
ASSOCIATION JOURNAL goes to press, 
the Fifty-second Annual Convention of the 
Association is opening in Los Angeles, Cal., 
with bankers in attendance from every state 
in the Union and many representing banks 
in other countries. 


Of the many conventions held in the 
United States in the course of a year, few 
approach this in its influence, not alone on 
banking but on business in general. Par- 
taking of the nature of the business it rep- 
resents, the convention is never spectacular, 
but partaking also of the character of the 
business of banking, the decisions of the 
convention, the exchange of opinions be- 
tween bankers are far-reaching in their 
influence on business. 

In the various sessions of the main con- 
vention and the conventions of the various 
divisions, sections, commissions and commit- 
tees, the whole range of banking is included 


The machine that converts wood and 
cotton linters into rayon. 


land with the amount of rayon needed in 
excess of home manufacture. The Snia Vis- 
cosa (Societa Nazionale Industria Appli- 
cazione Viscosa) is the largest company, 
controlling 60 to 70 per cent of the national 
output. 

Germany manufactured from 26,000,000 
to 33,000,000 pounds of rayon in 1925, the 
estimates varying widely. The Glanzstoff- 
Bemberg group controls from 60 to 70 per 
cent of this country’s turnover. Closely con- 
nected with this company is the I. G. Far- 
benindustrie, the Vistra, and the Dynamit 
Nobel Company. The I. P. Bemberg Co., 
of Barmen, Germany, is now constructing a 
large unit in Johnson City, Tenn. 

In France, last year’s production of 14,- 
000,000 pountls was exceeded by consump- 
tion of the textile mills, an important part 
of whose output was exported in the form 
of fabrics. The Comptoir des Textiles 
Artificiels, a selling organization for: eight 
producers, whose combined production is 
said to account for 75 per cent of the French 


in the discussions and deliberations of the 
delegates. 

The November issue of THE AMERICAN 
BANKERS ASSOCIATION JOURNAL will report 
the proceedings of this all-important con- 
vention, and covering, as the convention 
does, a very wide range of subjects, it will 
be a number of: unusual interest and value. 


Clearing the Record 


ie the August number of the American 
Bankers Association Journal, there ap- 
peared an article on the subject of “Reg- 
ulating the Building and Loan Associations” 
written by Peter G. Cameron, secretary of 
banking of Pennsylvania. 

“I am in receipt of a communication from 
the Building Association League of Penn- 
sylvania,’ Mr. Cameron writes, “in which 
it is stated that I was in error in saying that 
bills offered in the Pennsylvania Legislature, 
with a view to correcting the commission 
evils and prohibiting the marking of syndi- 
cate loans ‘were defeated through the activi- 
ties of the Building Association League.’ 
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output of rayon, is the dominating fa ¢ 
in the French rayon industry. The | 
silk district was the first to open up t 
manufacture of rayon, but plans are ui. 
way for the construction of new plant 
the northern wool and cotton district. 

In Holland the national production (aout 
8,000,000 pounds in 1925) is controlled by 
the Enka and Breda groups. In Belg:um 
the Tubize Company has the lead. [' is 
closely connected with the French and 
American Tubize companies. 

Japan has rapidly grasped the possibilities 
of the new industry. Its two plants pro- 
duced between 3,000,000 and 4,000,000 pounds 
in the last year. Three more plants are in 
the way of construction and are expected 
to begin operation in the current year. 


Depression in Eastern Europe 


N eastern Europe, Czechoslovakia’s rayon 

industry is undergoing a _ period of 
greater depression than any other branch 
of the country’s textile industry. In recent 
months the turnover dropped 25 or 30 per 
cent as compared with the corresponding 
period in 1925. In Hungary the only rayon 
factory at Sarvar was forced to close down 
recently, dismissing its entire force of 1300 
workers. Russia has one factory in opera- 
tion which produces about 300,000 pounds 
annually. 

In reviewing the present situation and the 
spectacular rise in recent years of the rayon 
manufacture, one is impressed by four out- 
standing facts: the national centralization of 
production in few large concerns; the rela- 
tions of international controlling interests; 
the growing demand, world-wide in extent; 
and the private control of financing. 

The first one of these features is responsi- 
ble for undisturbed price levels. In Ger- 
many and Italy the prices are being fixed 
by a convention of the interested manufac- 
turers, and even in America, where no such 
convention has as yet been effected, there 
is little or no variance among competing 
plants as to prices. 


“After stating the position of the league 
on these two questions, the communication 
states: ‘In conclusion, what we particularly 
complain of as to your splendid article is 
the statement that the Building Association 
League opposed bills to prevent syndication 
and also to prohibit the taking of commis- 
sions. This the league did not officially 
do.’ The league then requests that I recall 
‘in particular that portion (of my article) 
which indicates that the Building Associa- 
tion League was against the bills you speak 
of.’ ” 

Mr. Cameron asked that this statement 
be made “In order that any erroneous im- 
pression gained may be removed and the 
position of the Building Association League 
of Pennsylvania with regard to such legis- 
lation may be understood.” 


Convention Calendar 
STATE 
ASSOCIATION 
New Mexico 


Arizona 
Nebraska 


PLACE 


Roswell 
Nogales 
Lincoln 


DATE 


Oct. 22-23 
Oct. 22-23 
Nov. 11-12 


= 226 
| 
17 
4 
. 
—_ 


iving Trusts as Income Producers 


By GILBERT T. STEPHENSON 


Vice-president and associate trust officer, Wachovia Bank and Trust Company, Raleigh, N. C. 


Immediate Revenue is Afforded a New Trust Department That 


Succeeds in Selling the Living Trust. 


Trustee Usually Takes 


Commission on Both Principal and Income of Trust Estate 
Being Administered. Likely to Be Named Executor Under Will. 


NEW trust department that de- 

pends on the settlement of estates 

and administration of trusts un- 

der will for its income need not 
expect to show a net profit during the early 
years of its existence. One of the largest 
trust companies of the South had to wait 
over three years for its first executorship 
and nearly twenty years for a net profit 
from its trust department. Even now the 
average trust department requires five to ten 
years to be placed on a paying basis. 

The reason of such delay in profits is that 
there is necessarily an interval, longer or 
shorter, between the execution of the will 
naming the bank or trust company executor 
or trustee and the probate of the will and 
issuance of letters testamentary by the court 
authorizing the executor to proceed to settle 
the estate, administer the trusts and receive 
the compensations. 

Analysis of the ages of those naming one 
trust company executor reveals that 3.8 per 
cent made their wills between the ages of 
twenty and thirty; 26 per cent, between 
thirty and forty; 35.3 per cent, between 
forty and fifty; 25.2 per cent, between fifty 
and sixty; 6.7 per cent, between sixty and 
seventy, and 3 per cent, between seventy and 
eighty. The average age is 43.9 years, and 
the expectancy of a man of this age is over 
twenty-five years, which means that the 
trust company has to wait twenty-five years, 
on the average, to realize any profits out of 
the estate covered by a will executed today. 

Realizing that it cannot subsist during its 
infancy on executor and _ testamentary 
trusts, the new trust department turns its 
attention to other forms of business—not 
always trust business. At this point it is 
subjected to two temptations. One is to 
delay manning and equipping the department 
until trust business justifies the expense. 
This means that trust business that comes 
in of its own accord is handled by the 
cashier or some one else in the bank as a 
side issue and, consequently, frequently neg- 
lected, to the discredit of an institution that 
holds itself out to do trust business and to 
the disadvantage of corporate trust service 
in general. 


THE other temptation during this period 

of waiting is to launch forth into other 
branches of service that show quicker profits. 
Sometimes it is insurance, property or life; 


sometimes real estate; sometimes stocks and 
bonds, and sometimes long-time loans on 
real estate as agent for some life insurance 
company. These are all legitimate business, 
to be sure—as legitimate in every way as 
trust business—but none of them is the 


proper function of a trust department. The 
bank or trust company that permits its trust 
department to subsist on income from any 
one of these sources is postponing the day 
when it will have enough trust business to 
put it on a paying basis. 

Living trusts, including funded life insur- 
ance trusts, are the type of trust business 
that yields immediate revenue to a new trust 
department. It is usual for a trustee to take 
a commission on both the principal and the 
income of a trust estate being administered 
under a living trust or a funded life insur- 
ance trust agreement. The commission on 
the principal is taken either at the begin- 
ning or at the termination of the trust. The 
larger the trust and the older the creator, 
the more likely will the commission be al- 
lowed at the beginning. In some cases one- 
half the commission is taken at the begin- 
ning and the other half at the end of the 
trust. At any rate the trustee may receive 
all or at least half of the commission on the 
principal at the time the trust is created. 

The commission on the income is usually 
taken annually, which means that the trustee 
will receive its first commission on income 
certainly by the end of the first year after 
the trust is created. 

The compensation of one large trust com- 
pany for serving as trustee under living 
trust agreements is either 1 per cent of the 
principal up to $100,000 and % of 1 per cent 
of the principal over $100,000 payable when 
the trust is created or, at the option of the 
creator, 2 per cent of the principal up to 
$100,000 and 1 per cent of the principal over 
$100,000, payable when the trust is termi- 
nated, and, in addition to this, 5 per cent 
of the gross annual income up to $10,000 
and 2% per cent of the gross annual income 


over $10,000. 


UPPOSE one creates a living trust of 

$100,000 and elects to have the commis- 
sion on the principal taken at the beginning 
of the trust, and that the trustee is able to 
make the trust estate yield a net income of 
5% per cent, which is the average for the trust 
companies of the United States, according 
to the report of the Committee on Research 
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of the Trust Company Division ot the 
American Bankers Association. The trustee 
will receive $1,000 commission on principal 
the day the trust is created and $272.25 com- 
mission on income at the end of the first 
year and annually thereafter. It will not 
take many living trusts like this to put a 
new trust department on a paying basis. 

The revenue to a trust department from 
a funded life insurance trust is practically 
the same as that from a living trust. While 
the trustee does not charge for paying pre- 
miums or collecting the insurance—and this 
should be clearly understood—it does take 
a commission on the principal of a funded 
life insurance trust either at the time the 
trust is created or at the time it is termi- 
nated, or sometimes at the time the insur- 
ance is collected. The creator of a funded 
life insurance trust is usually willing to 
have the commission on principal taken at 
the time it is created, because it is less if 
taken then than if taken later. 

Another consideration that should make 
a bank or trust company with a new trust 
department pay special attention to living 
trusts is that a man of means is more likely 
to name it trustee under a living trust agree- 
ment than to name it executor and trustee 
under his will. By making a living trust 
he is at hand to see and, if necessary, to 
advise about the administration. By mak- 
ing it revocable he retains the right to termi- 
nate the trust and revest the estate in him- 
self if he becomes dissatisfied with the ad- 
ministration. By so providing in the trust 
agreement he may retain the right to be 
consulted beforehand about investments and 
reinvestments of the estate. But the one 
who names a bank or trust company with 
a new trust department executor and/or 
trustee under his will is intrusting his estate 
and the material welfare of his loved ones to 
inexperienced hands after his own guiding 
hand is withdrawn. 

To the bank or trust company that has 
recently established a trust department, or 
that is now contemplating establishing one 
and is in a quandary how to make it self- 
supporting, I suggest that it have its trust 
officer master the subject of living trusts 
and life insurance trusts, as well as wills 
and testamentary trusts, and that he devote 
a considerable part of his available time and 
energy to selling living and life insurance 
trusts. He may rest assured that if the 
creator of a living trust or life insurance 
trust is pleased with the services of the 
trust department, his company will be named 
executor and trustee under the will. An 
excellent way to get a man’s will is to sell 
him a living trust and please him with the 
way it is administered. 


= 


The Trend In Interest 


BSERVERS of trends in finance are inclined to 

the opinion that succeeding years will see interest 

rates on a level lower than those at present prevailing. 

The chairman of one of the largest trust companies 

in the United States the other day, referring to the 

reluctance of people to invest in railroad stock be- 

cause earnings were by law limited to around 6 per cent, 

ventured the opinion that in a few years 6 per cent 
might be considered to be a very good return. 

This is, of course, based on the assumption that all 
trends continue about as they now are and that no 
new and powerful factors are injected into the situa- 
tion. Prominent among the factors which seem to be 
working toward lower wages for money, it is observed, 
is the factor of higher wages for labor. Labor has 
gained new high levels in wage scales and it has a new 
and a better intelligence in prosecuting its cause as is 
evidenced by the fact that there has been a shift from 
antagonism toward capital to the use of capital as 
labor’s ally. If labor continues to obtain more and 
more from the profits of a given industry, seemingly 
there will be less left for the wages of the capital 
employed in the industry. But that cannot be laid 
down as a hard and fast rule, for here enters the ma- 
chine whereby labor’s efforts and labor’s intelligence 
are multiplied. (The introduction of labor-saving ma- 
chines ordinarily makes possible better remuneration 
for both the capital and the labor in a given industry. ) 
Moreover, there is the contrary evidence of our present 
prosperity to upset the conclusion that higher wages for 
labor necessarily means lower wages for capital. 

In an era of unprecedently high wages there is un- 
paralleled general prosperity, and capital, abundant 
though it is, is not without remunerative employment. 
Yet we cannot say that it is the high wages alone that 
make us prosperous. Everybody employed at good 
wages gives purchasing power and purchasing power 
gives orders which in turn give both capital and men 
employment. If it were not for the machine there would 
be less for all concerned and probably there would be 
lower wages. This is the main cycle, not, however, a 
simple process but an immensely complicated and com- 
plex process depending for its continuous functioning 
upon delicate adjustments—depending also upon many 
contributory movements and easily upset by some mal- 
adjustment which for the moment may seem to be so 
far remnoved from the main cycle as to be unrelated 
to it. 

But if the all-powerful factor that is working toward 
lower wages for money is labor, with its demand for 
ever increasing remuneration, it is unlikely that labor 
will crowd capital to the wall because the workingman, 
though he wants all he can get for his own services, 
knows his arithmetic and has an eye on what he can 
get through wages for his money. He is now a capital- 
ist as well as a workingman. If, perchance, he over- 
looks that fact then capital—his own included—will 
not come out, but will in effect go on a strike or seek 
fields where it can get better wages, industry will 
languish and opportunities for employment diminish, 


Capital, like men, takes flight, hides itself, migrates 
and, like men, not infrequently refuses employment 
because wages are not to its liking. Like men, it 
migrates for better opportunities and, like men, it often, 
as we have recéntly seen in Europe, actually takes flight 
from impending dangers. The workingman’s capital 
does all of this with the same alacrity and for the same 
reasons that the “capitalist’s” capital does. 


When Governments Go Out of Business 


HEN Belgium the other day pluckily settled 

down to reconstruct her finances, one of the 
first parts of her program was to create a national 
railroad company to acquire the 3000 odd miles of rail- 
roads owned by the state. This afforded her a means 
of consolidating her debt through the exchange of the 
state railway bonds for preferred shares of the new 
railroad company, but it also provided a way out of 
the costly operation of a system directed and manned 
by government servants. 

What Belgium is now doing, Germany did in her 
program of financial readjustment under the Dawes 
Plan for she, too, separated the functions of her 35,000 
miles of highly organized state operated railways from 
the Government and placed them in the hands of the 
German Railway Company, a private concern, indepen- 
dent from the Reich and with enough capital of its own 
to meet payments of the railways on reparations ac- 
count. The results in Germany have been more suc- 
cessful than had been anticipated, with revenues ex- 
ceeding the estimates of the Dawes Commission, and 
the properties and equipment of the roads on a higher 
plane than at any time in their history. Here again 
private operation has succeeded in creating operating 
surpluses that were not possible under the extravagance 
of government supervision. 

Going on to Austria, we find that during her days 
of financial crisis she initiated a scheme for private 
rather than national administration of her 4000 miles 
of railway lines, and that this has been carried through 
satisfactorily, and with profit to those who have ad- 
ministered these lines. 

Italy did not, as had been at one time intended, con- 
vert her railway lines from state to private jurisdiction, 
but she did what a private corporation would have done 
under the circumstances, namely, cut off the inefficient 
and unnecessary from the personnel of the company 
and reduced unprofitable train service to a minimum, 
so that today the Italian railroads have 173,000 em- 
ployees on their 10,000 miles of line, as against 241,- 
000 immediately after the war, and in 1925 had met 
earnings of lira 176,000,000, compared with a deficit in 
1921 of lira 1,432,000,000. 

French railways are, with one exception, operated 
by private corporations, though with quite direct gov- 
ernment supervision, and very. direct government re- 
sponsibility for fixed charges and dividends. The one 
exception is the State Line, which always shows the 
lowest operating efficiency and a perennial deficit, and 
whose payroll is padded to a very high degree. We 
might make a similar contrast between the surplus of 
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the Canadian Pacific Railway in Canada, privately 
owned and managed, and the Canadian National Lines, 
in which the Dominion has a direct financial and polit- 
ical interest. 

Coming home to our own railway situation the 
present month has demonstrated, even more strikingly 
than before, the contrasting results of private super- 
vision and Federal control. The JouRNAL gave in its 
December number and a resumé of the improvement in 
operations that had occurred on the American Rail- 
roads since the end of government supervision in 1920. 
It has remained, however, for the figures of the first 
eight months of this year to clinch the argument that 
managers separated from political influences are able 
to accomplish much more in the transportation field, 
both for the public which uses their lines, and for the 
investors who own their securities, than when they 
are under the direction of some Washington bureau. 

The business of moving the greatest volume of mer- 
chandise freight, and the largest number of loaded cars 
of grain, has been carried out this summer with a 
smoothness that has attracted the attention of the lay- 
man, and has reflected in rising prices of railroad 
stocks. Week after week the number of loaded cars 
has risen above 1,100,000, and yet there has been no 
congestion, even in those parts of Kansas and Okla- 
homa where the farmers have poured the abundance 
of their winter wheat crop in at the small stations at 
a rate which, in other years, would have swamped the 
carriers. 

In 1920 a large part of the public and the railroad 
bureaucracy in Washington challenged the railroad 
managers to a duel over the issue of private vs. gov- 
ernment railway management. This was accepted, 
though many hearts were weak at the time. Through 
the years that have followed, the standard of railroad 
administration has risen, service has improved, earn- 
ings on property investment have increased, and few 
now think much about the government ever gaining 
possession of the railways. There is general satisfac- 
tion in their manner of administration and growing 
contentment on the part of railroad security holders in 
the rewards that they are receiving. In this change 
from conditions under Federal control to those of today, 
the same policies have been adopted as those which are 
bringing profit to the railways in Germany, Austria and 
Italy, and which will unquestionably help Belgium to 
reestablish her national credit. 


Electric Development in Canada 


F the estimates of the Canadian Department of the 

Interior are correct there will be required in On- 
tario and Quebec for water power development in the 
next twenty years over $64,000,000 a year or a total 
for the period mentioned of approximately $1,300,000,- 
ooo, An estimate made by the Dominion Bureau of 
Statistics in 1921 showed that 13.6 per cent of the 
capital invested in power production at that time was 
owned in the United States. If the experience of the 
next twenty years approximates the estimates of capital 
requirements and the percentage of American capital 
invested in these enterprises is maintained there will 
be in 1945 an additional investment of about $169,000,- 
000 by residents of the United States in water power 
development. 

“In spite of the comparatively small population,” 
says the Water Power Branch of the Department. 
“Canada has been a pioneer in water power develop- 
ment. In size of units, greatest transmission span, 
greatest area of distribution and greatest output from 
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a single concern, she holds or has held the recent 
records. The water power situation in Canada today 
is one of accomplished results, of an almost record 
result per capita, of increasing construction work and 
of large development in view for many years to come.” 

During the first five months of the present year the 
amount of electricity generated in Canada increased by 
17 per cent over the corresponding term last year and 
the increase over the corresponding period in 1923 was 
38 per cent. 

It is observed that the growing increase of electricity 
generated is indicative of increasing industrial activity 
on the theory that necessarily there is less of it used for 
lighting and domestic purposes than in more thickly 
populated countries. 


Salting Their Wounds 


HERE are two sides to the story of the waning 

good will between the French and the American 
tourist but there is every reason to believe that some 
American tourists have used poor judgment in their 
dealings with Frenchmen. 

There would perhaps be a better understanding of 
the French demonstrations against Americans, if 
American currency were depreciated, America were 
heavily in debt to Europe and this country were over- 
run with Frenchmen constantly assailing us with damp 
wit and salting our wounds with pleasantries over our 
commercial agony. 

Though the American man who facetiously asks the 
tradesman of Paris, the old, old question “How much 
is it in real money?” may have lost a son on a French 
battlefield, it is unreasonable to expect the tradesman 
to know that. The salt goes into the wound just the 
same. 


Wheat In France and America 


RANCE has three million acres less of wheat and 

three million acres more of grass than she had 
before the war according to a statement made by an 
economist of the United States Department of Agri- 
culture. 

Of course the obvious reason for this decline in the 
area of wheat in one of the world’s greatest wheat 
producing countries is found in the war itself. Men 
left the farms for the army, many of them died, others 
remained in the cities leaving the fields to the cultiva- 
tion of women and children. But the economist 
observes that while that is the primary reason, the 
fact remains that France was going to grass before the 
outbreak of the war. 

This transformation of the fields need not however 
be construed as a danger sign. A careless observer 
might ride for thousands of miles through certain sec- 
tions of the United States and declare upon the testi- 
mony of his own eyes that this country had gone to 
grass, SO numerous are the meadows, the pastures and 
the waste lands. In our great dairying sections the 
country has surely gone to grass but the grass neverthe- 
less is turned into money through the medium of milk, 
cream, butter, cheese and the people and their homes 
in these grass lands show at a glance their prosperity. 

It was wheat, good crop though it is, that caused 
the undoing of so many of our farmers in the great 
wheat belt, and caused the failure of so many banks, 
and that such a thing may not again overtake them 
they are now going to grass, as the expression runs, 
and putting cattle on the grass lands. 
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Cartoon Views of Passing Events 


“Pop Has Learned Something from 
Experience’—Ding in the New York 
Herald Tribune 
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“Shed a Tear 
Cattle Raiser’—Smith for the News- 
paper Enterprise Association 


“A Straight Question”—Rodger in the 
San Francisco Bulletin 


“Home Again”—Sykes in the New 
York Evening Post 


“In That Respect He’s No Different 
Than the Rest of Us’”—Hanny in the 
Philadelphia Inquirer 


COKE CHE TONNAGE 
You CAN GROW ME 


“The Flaw of Supply and Demand”— 
Spangler in the Montgomery Adver- 


tiser 


“One Must Push and One Must Pull” 
—Cargill in the Paterson Daily News 


ADMINjs,,, \ 


on All Public Questions This Sum- 
mer’—Ding in the New York Herald 
Tribune 
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Profits in the Mining Industry 


By D. RICHARD YOUNG 


Copper, Lead and Zinc Outstrip Gold and Silver in Importance. 
Large Left-over War Stocks, Expanded Capacity for Production 
and Unwillingness to Curtail Output Answers “What’s the 
Matter With Copper?” Most Mining Ventures Lose Money. 


ANKERS and other students of 

economic conditions are always in- 

terested in the course of the mining 

industry because of its basic place 
in the business structure. Without a large 
production of the various metals, our every- 
day life as it is now carried on would be 
impossible. 

This discussion deals with the ‘non- 
ferrous” group of metals, which includes all 
those excepting iron. When one tries to 
classify them in the order of their impor- 
tance, copper comes first, because all elec- 
trical apparatus, the telephone and telegraph, 
light and power, radio, automobile ignition 
and everything run by an electric motor re- 
quires copper Wire to carry the current. 
Lead is required as a base for paints, for 
storage batteries, and in the electrical and 
automobile industries. Because of its light- 
ness, aluminum is essential in aircraft, and 
in automobiles and cooking utensils. Nickel 
for nickel-plated articles, such as tools, ra- 
diators and faucets, and zine for dry cells 
and for galvanizing, are essential to prevent 
rust. 

Without tin for the coating on tin cans 
all of our canned goods would have to be 
packed in fragile glass or some other more 
expensive container. The housewife would 
class silver as important for she would not 
like to do without her silver spoons and 
forks. We might get along with silver 
coins if he had no gold, but most people 
prefer a gold watch. So on down the list 
of these nonferrous or “subsidiary” metals 
as they are called, platinum for jewelry and 
chemical dishes, tungsten for incandescent 
light filaments, mercury for thermometers 
and mirrors, and numerous metals to mix 
r “alloy” with others, such as arsenic, an- 
timony, silicon, magnesium, chromium, man- 
ganese, bismuth and cobalt. 


The Leading Companies 


N considering, from the banking and in- 
vestment viewpoint, the companies en- 
gaged in mining, smelting and refining non- 
ferrous metals, they are usually taken as 


a group, since all companies in the industry - 


have rather similar problems, and most ores 
contain a number of different metals to be 
recovered in the smelting process. Thus, 
most producers of copper, the most impor- 
tant of the subsidiary metals, also secure 
gold, silver and lesser quantities of other 
metals. 

Following is a tabulation of the earnings 
for the last three years of the leading 
American producers which have published 
reports to stockholders and in the news- 
papers. The figures represent the net prof- 


its available for dividends or to carry to 
surplus, i. e., after all expenses of explora- 
tion, drilling and operations, depletion of 
ore reserves, depreciation of equipment, in- 
terest charges and provision for taxes have 
been deducted. All fiscal years end De- 
cember 31. 


Nonferrous Metal Producers 
Net Profits, 000’s omitted 
1923 1924 1925 

$704 $1,494 
3,311 3,354 
5 11,187 15,191 
6,719 17,541 


Ahumada Lead Co. (1) .... 

American Metal Co. Ltd.... 

American Smelting & Ref. Co. 

Anaconda Copper Mining Co. 

Bunker Hill & Sullivan Min. 
& Conc. C 

Calumet & Arizona Min. Co. 

Cerro de Pasco Copper Corp. 

Chile Copper Co. 

Dome Mines, Ltd. 

Federal Mining & Smelt Co. 

Hecla Mining C 

Inspiration Cons. Copper _ 

International Nickel ll 

Kennecott Copper Co, (3).. 

Miami Copper Co. 

National Lead Co. 

Nevada Cons. Copper Co. (4) 

New Cornelia Copper C 

New Jersey Zinc C 

Park Utah Cons. Mines Co. 

St. Joseph Lead Co. 

Smelting, Ref. & Min. 


Utah Copper Co. 

Vanadium Corp. of Amer.. 
(1) 1923 figures 8 months; 

depletion 
(2) 1923 figures 9 months 
(3) 1925 figures before depletion 
(4) Before depletion 


The Copper Arteries of 
Commerce 


TEEL forms the framework of prac- 

tically all industry, and copper provides 
the arteries for distributing power and lines 
of communication. The two metals go 
hand in hand and prosperity for the one 
usually means prosperity for the other. Cop- 
per is one of the indispensable metals re- 
quired for civilized nations, and substitutes 
have been tried and found wanting. It has 
physical qualities which make it one of the 


1925 figures before 


CENTS PER POUND 


The course of metal prices 
215 


and 


most necessary of the “base” metals, as 
evidenced by the numerous uses to which 
it has been put. Copper is, therefore, re- 
quired in large quantities, and in conse- 
quence, is assured of a substantial demand 
and price for practically all time. 

World consumption of copper last year 
is given by the American Bureau of Metal 
Statistics as 1,511,800 metric tons of 2,204.6 
pounds, against 1,371,864 in 1924. World 
production last year is placed at 1,439,437 
metric tons, against 1,382,105 in 1924. The 
following table gives production by the va- 
rious countries, based on blister copper re- 
ferred to countries wherein ore orginated, 
also consumption. 


1925 Copper Production and Consumption 
In metric tons of 2,204.6 pounds 

Production Consumption 

Tons % Tons % 


United States 774,749 738,300 48.8 
* 


wn 


* 
* 
* 


117,400 
232,100 
137,700 

65,500 


109,700 


AUAAW Vins. 


| 


Great Britain 
Italy 

Spain & Port 
Other Europe 
Asia 
Australia 
Africa 


1,439, 437 100. 0. Re 511,800 100.0 
“Included in “other countries.’ 


It will be observed that the United States 
produces 53.8 per cent of the world’s cop- 
per, and consumes 48.8 per cent. The en- 
tire North and South American continents 
furnish 77.4 per cent of the world’s total, 
and the mines in Chile, the second largest 
producer, are largely owned by United 
States capital. 


The Metallurgy of Copper 


HILE the banker is not supposed to 

be a mining expert, a brief reference 
to the processes required may be of interest 
will serve to illustrate the general 
method used in all kinds of mining. With 
few exceptions, the metals are never found 
in nature in their pure state but as chemical 
compounds, from which they have to be 
separated. When there is sufficient metal 
in a rock or other mineral to make it pay, 
the mineral is an ore. In iron mining half 
the weight of the ore has to be iron to make 
it profitable, but copper or nickel ores with 
less than 2 per cent of the metal are worth 
mining. Lead and zinc ores have to contain 
more metal, or some gold or silver that can 
be recovered. In nonferrous metallurgy, 
therefore, we often have to handle 90 to 
98 per cent of material that we do not want, 


1,542 2,351 3,945 
504 429 1,066 
2,700 3,224 6.016 
12,911 11,352 11,939 
1,470 1,720 1,613 
614 904 2,730 
1,087 1,843 2,495 
2,084 1,704 1,817 
818 2,053 5,547 
3,706 8,621 23,890 
2,301 1,111 1,122 
5,296 4,455 4,633 
2,095 1,676 2,697 ae 53,636 
6,364 6,406 6,888 37,358 
1,045 770» =—-1,912 Other So. Amer... 8,165 * 
4,380 7,559 9,426 7,000 
23,000 
2178 1,800 2,903 - 
3 8,185 11,104 * 
1 731 1,528 58,000 4.0 
3084 21 
69,865 4.9 78,600 
ees 12,519 0.9 9,000 
107,213 7.5 12,000 
Other countries... 15,910 1.1 11,500 
: = | 
50 
40 
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Courtesy Anaconda Copper Mining Co. 


Smelting copper ore to recover the pure metal 


in order to separate.the 2 to 10 per cent that 
we do. want. 

The must first ascertain, by 
chemical analysis, just what elements or com- 
pounds are in the ores and in what amounts 
théy are present. He then makes use of all 
sorts of differences in the behavior of these 
elements and their compounds in separating 
the metals from the ores. He may crush 
and grind the ores, then shake them with 
water to float off the compounds he does 
not want. Or he may add to the ore a 
very little of an oil that will stick to the 
particular compound he is seeking, stir the 
ore up with water and blow in air, which 
sticks to the oil and floats up the oiled part 
of the ore, leaving the rest behind. By such 
methods he concentrates the ore so as to 
get less of the waste rock, sand, etc., which 
he does not want. 

The concentrated ore then has to be 
treated chemically to separate the metal, by 
the process known as smelting, which means 
heating by fire or in an electric furnace. 
The principle of smelting is that the carbon 
in fuels, such as coal, coke or charcoal, 
readily burns with the oxygen in the air to 
form carbon-monoxide, a gas, and in so 
doing gives off heat. Carbon will also take 
the oxygen from a compound of a metal 
and oxygen, for example, copper oxide, to 
form the same gas and leave the copper as 
metal. Thus, part of the fuel is used as 
heat and the rest to combine with the oxide 
in the concentrate and carry it away. This 
process is called reduction and is used for 
most metals, although in a few cases the 
furnace cannot be made hot enough by us- 
ing fuel and an alternating electric current 
furnace is used instead. There are a mul- 
titude of different methods used in smelting 
and converting, depending on the content 
and. value of the ore, but the above illus- 
trates the general idea. 


Electrolytic Refining 


HE copper coming from the smelter is 
about 99 per cent pure, but also con- 
tains small quantities of silver and gold as 
well: as traces of other metals which must 
be removed. It is then refined by the proc- 


ess known as “electrolysis,” the function 
of refining being twofold; first to produce 
the high grade of copper metal, upon which 
the electrical industry is dependent, and 
second to recover the precious metals. It 
is estimated that about 80 per cent of the 
total silver and 15 per cent of the total gold 
production of the world are recovered as 
by-products from copper, lead, nickel and 
cobalt refining. 

For this purpose the “blister” copper, as 
it is called, from the smelters is cast into 
slabs of about 300 pounds each, which are 
put into tanks containing a solution of cop- 
per sulphate. A low voltage direct electric 
current is connected with the slab, and with 
a thin plate of pure copper also immersed in 
the tank, causing the slab to be dissolved 
into solution and then redeposited on the 
plate, passing from what is technically 
known as the “anode” to the “cathode.” 
Accompanying this article is an illustration 
of a large refinery having literally acres of 
these tanks, with a capacity of nearly 
1,000,000 pounds of copper daily. 

The metal cathode is about 99.98 per 
cent pure and is then termed in the trade 
“electrolytic copper,” to distinguish it from 
copper that has not been so refined. The 
residue, or “slime” in the bottom of the 
tanks is further treated to recover the gold, 
silver, semi-precious and base metals. Any 
banker or investor who has an opportunity 
to visit a copper mine, smelter or . refinery 
should not fail to take advantage of it, for 
he will find it interesting indeed, and such a 
trip may assist him in visualizing the items 
on financial statements, such as ore reserves, 
smelters and refineries, metal in process and 
finished inventory. 


Growing Demand for Copper 


HE tremendous growth in the use of 

copper during the last twenty years is 
a matter of common knowledge and it is 
unnecessary to go into the statistics in de- 
tail. Of the United States’ consumption 
last year. amounting to 1.657,000,000 pounds, 
367.000.000 pounds or 22.1 per cent went 
into electrical equipment, 172,000,000 or 10.4 
per cent for telephone and telegraph sys- 
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tems, 212,000,000 or 12.8 per cent for | 
and power lines, an equal amount into ai 
mobiles, 93,400,000 pounds or 5.6 per c 
into building construction. The remain 
36 per cent is classified under a long list 
headings of which the more important 

bearings and bushings, valves and pipx 
tings, locomotives and railway cars, 

brakes, commercial and naval ships, ami 
nition, machinery of all kinds, and coina 

During the war the demand for sheils 
particularly stimulated production throu 
out the world and when the armistice was 
made there were immense stocks on haiid. 
The price of around twenty-seven cents per 
pound (it had reached a peak of thirty-seven 
cents in March, 1917), broke to fifteen 
cents within four months, from which there 
was some recovery but then worked lower 
and during the last several years, as shown 
on the accompanying chart, has fluctuated 
around fourteen cents. This is relatively 
below the pre-war figure, the average tor 
the year 1913 being 15.52 cents, while the 
present level of general commodity prices 
is approximately 150 per cent of the 1913 
base. This fact alone pretty well answers 
the question so often asked for several 
years, “What is the matter with the cop- 
pers? 

If we search for the causes behind this 
inequitably low price we find them to be, 
(1) the large stocks left by the cessation 
of the war, both in the hands of the bellig- 
erent governments and of individual pro- 
ducers, dealers and manufacturers; (2) the 
mining and smelting capacity developed be- 
yond the peace-time needs of the world; 
and (3) apparently a lack of willingness on 
the part of producers to curtail production 
to normal demand. This last reason is not 
given as a criticism of any particular com- 
pany, although criticism may seem war- 
ranted as we look back on it now. It appears 
that they were all to blame, and were im- 
bued with the idea of making new produc- 
tion records even though it resulted in cor- 
responding large deficit records in the profit 
and loss account. In the mining industry, 
unlike a manufacturing line, such opera- 
tions mean not only the loss of capital 
through current expense but also the de- 


STOCKS REFINED 


THOUSANDS OF SHORT TONS PFR MONTH 


Copper production and stocks on hand 


pletion of the ore reserves that can never 
be replaced. ; 
Some people will point out, in justi- 
fication of the continued mining during 
such a time, that such operations enabled 
(Continued on page 265) 
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State After State Tightens Up Its Requirements. 


By REUBEN A. LEWIS, JR. 


The Changing Standard In Passing 
On New Bank Charters 


Changing 


Standard Gives More Consideration to Effect Opening of New 
Bank Will Have on Solvency of Existing Institutions. Only One 


ITHIN a few years the atti- 
tude of the banking authorities 
on the granting of new bank 
charters has veered from a 

policy of moderate liberality—and extreme 

liberality in a few states—to a growing re- 
luctance to sanction the setting up of addi- 
tional banks. State after state is tighten- 
ing up its requirements that govern the 
granting of the right to start a new bank 
or trust company, and the Comptroller of 
the Currency has made known that he will 
approve applications for new national banks 
only after a most careful, searching inves- 
tigation for their need. It is hardly an open 
secret that far more applications for char- 
ters have been turned down during the past 
two years than have been granted by both 
the Comptroller, and by the banking com- 
missioners in the forty-eight states. 

Convinced that there were already too 
many banks, the superintendents of banking 
in some states have openly asserted that 
their policy would be to reject all petitions 
for new institutions, holding that the public 
interest in fewer, stronger and safer banks 
is to be placed above the personal interest 
of those seeking to open new banks. 


Banks Growing Fewer. 


HIS more exacting rule, it is significant 

to note, has been put into effect during 
a period when the number of banks was 
steadily declining and not growing. For 
more than three years each: successive bank 
call has shown fewer banking institutions 
in operation. More than two thousand banks 
have passed out of existence during the past 
three years due to failures, voluntary liqui- 
dations and consolidations. 

The last bank call showed that there are 
now only 27,990 banks. It appears probable 
that there will be a further elimination be- 
fore banking in this country is regarded 
as stabilized, as it is the judgment of many 
competent observers that several of the 
middle-western and southern states are 
overbanked. 

In times past it has been comparatively 
easy in many states for responsible men 
willing to risk their capital to open up an 
independent bank, either under the aegis of 
the Federal government or under the su- 
Pervision of the state. The ease with which 


authority was obtained is indicated by the 
tact that the number of chartered banks in 
the United States was almost trebled dur- 
ing the first two decades of the present cen- 
tury. This expansion outstripped the growth 


in Three Applications Approved. Country Has Too Many Banks. 


(i 


Tightening Up 

LTHOUGH each bank 

call for the past three 
years has revealed a smaller 
number of banks in opera- 
tion, the state and Federal 
authorities are making it 


increasingly difficult for any 


group of men to set up a 
new bank unless assured 
edditional facilitiesare 
needed. More and more 
they are being guided by 
the view that safe and 
’ profitable banking go hand 
in hand and are demanding 
assurances that the bank can 
be run at a profit and that 
the new competition will not 
affect the solvency of the 
existing institutions. 


of business or the need for banking facili- 
ties in most sections of the country, although 
it may be pointed out that the most sur- 
prising development came in the smaller 
towns of the newer states. Kansas has more 


banks than the State of New York. Mis- 
souri has more than Maine, Connecticut, 
Massachusetts, New Hampshire, Rhode 


Island and Vermont combined! 

There are only eleven states in the Union 
that have more than a _ thousand _ banks 
within their boundaries. Seven of these 
are in the middle-west and western states. 


Before the Automobile 


UNDREDS of these banks came into 

being to “meet the growing needs of 
the community for banking accommoda- 
tions,” as their sponsors put it. Towns 
having only a few hundred population found 
themselves with two and three banks to sup- 
port. The war-time boom in the prices of 
farm products and the vaulting values of 
farm lands gave a plausible ring to the 
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prophecies of the organizers of the new in- 
stitutions, who insisted that enlarged deposits 
meant there was a need for at least another 
bank. The merchants and farmers were 
assured that the establishment of a new 
bank would bring competition, so that those 
seeking loans would find it easier to get 
accommodated with. the absence of a mo- 
nopoly or a near-monopoly. It cannot be 
said that most of the banks were organ- 
ized following a careful survey of the terri- 
tory to be served or after a scientific analy- 
sis was made of probable profits. It was 
more banking on expectations. 

In the earlier part of this period of mush- 
room growth the difficulties of transporta- 
tion aided the cause of the small-town bank 
in the sparsely settled states. It was before 
the days of hard roads and the cheap auto- 
mobile, and a bank in the immediate vicinity 
was more of a vital necessity. 

Then, too, the state authorities looked 
with favor on building up the banking sys- 
tem under their own supervision to supple- 
ment or rival the facilities of the national 
banks. It was under the spur of these in- 
fluences that the establishment of the banks 
made such headway. The allurement of 
starting a new bank was enhanced by the 
fact that it took little capital to qualify— 
as little as $10,000 was required in many 
states, and the appeal to the average man’s 
vanity to be invested with the prestige and 
influence of a bank director for a mere out- 
lay of a few hundred dollars proved almost 
irresistible. 


How Banks Are Started 


6¢6W OU will generally find there is one 
moving spirit behind the organization 
of any new bank,” one of the state bank- 
ing commissioners told the writer. “In many 
cases the whole project would collapse if 
he were eliminated, and it is usually obvious 
that his object is to get a job. The aver- 
age director agrees to subscribe for the 
stock that will enable him to qualify—not 
so much with the view to making a profit- 
able investment, but because he thinks be- 
ing a bank director will help him in his 
business. In some cases he believes the 
prestige of holding such a position will give 
him a better standing in his community— 
in a few cases because he believes it will 
make it easier for him to borrow money. 
“Tt doesn’t appear that the organizers of 
a bank explore the possibilities of profits to 
be made by a bank. They seem to take it 
for granted that once they have the charter 
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the gold mine will start. If they investi- 
gated, they would find the income from the 
average bank share would not average more 
than 3 per cent—although it is true that 
a great part of a bank’s earnings is plowed 
back into the business, and, of course, the 
fact that most bank shares are quoted above 
par give them the gilt-edge appearance. 

“The reason given for desiring to open a 
new bank generally is that ‘the community 
needs additional facilities.’ In the smaller 
towns it is frequently claimed that the ex- 
isting institutions are ‘too conservative,’ and 
the people are denied loans to which they 
are properly entitled. Investigation almost 
always shows that the man who deserves 
credit legitimately can get it.” 

The disgruntled borrower and the peevish 
director play a part also in setting up the 
“spite bank,” 

“Tt is not infrequently the case that the 
applicants for charters are disaffected stock- 
holders and directors of an already estab- 
lished bank,” another commissioner pointed 
out, “and their application for a bank is 
prompted through retaliatory measures, and 
with the hope and expectation of working 
injury to a bank or trust company already 
established. Again, instances have come to 
light where a bank has been organized for 
the sole purpose of creating an easy bor- 
rowing place for the officers, directors and 
stockholders of such new institutions.” 

These same conditions, it appears from 
the testimony of bank commissioners in all 
sections of the country, prevail in nearly 
all of the states. 


States Giving Powers To 
Deny Charters 


NE of the most pronounced tendencies 

in state legislation is toward giving the 
banking commissioner the  diseretionary 
power to disapprove any application after 
there has been a fair hearing. in several 
states a board, composed of state officials, 
is provided to pass on the requests of 
charters. 

When Minnesota reorganized all state de- 
partments in 1925, the law created a Depart- 
ment of Commerce, composed of the Com- 
missioner of Banks and two other officials, 
and clothed it with the full power to grant 
or deny charters. At their first session 
the commissioners declared “knowing that 
many of the bank failures and trouble in 
other banks in this state have been caused 
by the fact that there are too many banks,” 
and formally went on record as being op- 
posed to the granting of charters for new 
banks “except in the comparatively few 
cases where it is clearly shown that the 
public depends and requires additional bank- 
ing facilities.’ Iowa created an advisory 
board the same year. The South Carolina 
Legislature added a statute last year giving 
the State Bank Examiner, along with a 
committee of state officials, the power to 
deny applications which did not meet the 
most stringent conditions laid down. In 
Missouri the Commissioner of Finance at 
the present time has very little discretion 
in chartering banks and trust companies 
provided those seeking the charter are up- 
right men, who warrant the belief that the 
business of the proposed corporation will be 
honestly and efficiently conducted. He has 
prepared amendments to the banking laws 


that will raise the minimum capitalization 
to $25,000 and will give the commissioner 
the right to turn down applications where 
it is his opinion there is no need for addi- 
tional new banking facilities. 

In a few states the bank commissioner is 
without any power to disapprove applica- 
tions for new charters, provided the men 
desirous of entering the banking business 
are of good character, and the nominal re- 
quirements as to paying in the specified 
amounts of capital are fulfilled. In Virginia 
the Chief Examiner of Banks cannot refuse 
the applicants who thus qualify the author- 
ity to do business. In Pennsylvania the 
commissioner must grant a charter if the 
Governor orders the issue of letters patent. 
However, the tendency is toward giving the 
banking authorities full discretion. 


Effect on Existing Banks 


6 tine effect that the opening of the new 
bank will have on the solvency of exist- 
ing institutions in the community is becom- 
ing more and more one of the leading ques- 
tions that is being considered by the bank 
commissioners. 

“Positive proof that there is a real need 
for a bank in a community and that the 
legitimate demands of the community are not 
being taken care of by the banks already 
doing business in that section” is now re- 
quired in Mississippi. In South Dakota the 
Department of Banking and Finance is ad- 
vising applicants for new charters that it 
“considers the state at the present time suffi- 
ciently served with institutions.” In North 
Dakota the State Examiner has made known 
that “no charters will be issued whatever 
unless it can absolutely be shown to the 
Banking Board that the proposed bank in 
question can be an absolute necessity to the 
community.” In Oregon the Superintendent 
of Banks announced: “I am strongly con- 
vinced that local financial interests will be 
best served where we have fewer and bet- 
ter banks. To be successful, a bank must 
be favored with a volume of patronage. 
This patronage is not available unless the 
banking facilities are in demand. With this 
condition fully demonstrated, the department 
of this state has refused to issue charters 
or permit additional banking institutions to 
engage in business unless there was a de- 
mand for public convenience and a sufficient 
volume of business available to make the 
institution profitable.” 

The Bank Commissioner of Utah states 
that he has “definitely decided that a bank 
should have from $100,000 to $150,000 in 
deposits—or should be able to obtain them 
within a reasonable time—before serious 
consideration would be given to the granting 
of a new charter.” “With a small capital- 
ization and a small line of deposits,” he 
adds, “it is absolutely impossible to get men 
of ability to take the management of such 
banks.” 

In Florida the State Comptroller reveals 
that he has turned down more than half 
of the applications that have been filed dur- 
ing the past year. “I am more convinced 
than ever that the number should be lim- 
ited,” he asserts, and emphasizes the point 
that the banking authorities, before giving 
their sanction to new banks, should be satis- 
fied that “granting a charter for additional 
banking facilities in a town will not mate- 


rially injure such banking institution or jn- 
Stitutions as already exist there.” 

As an indication of the more careful 
quiry that is being made in many of the 
states, it may be of interest to recite the 
questions that are given special consideration 
by the commissioners in Minnesota. For- 
mal hearings are held, at which time those 
for and against the granting of the charter 
are given an opportunity to present evidence 
covering the following points. 

First—Whether the applicants are men of 
good moral character and financially able to 
conduct a good bank and, if necessary, pay 
assessments and double stockholders’ lia- 
bility. 

Second—Whether the officers will be ex- 
perienced and competent bankers. 

Third—Whether there will be business 
enough in the community to support a bank, 

Fourth—Whether or not it will effect the 
solvency of any existing banks. 

Fifth—Whether there is a local demand 
for a bank. 

Sixth—Whether the expenses will be kept 
down to a minimum so that the bank can 
run on a paying basis. 


Careful Inquiry Will Reduce 
Bank Failures 


— would appear to be a nearly 
unanimous opinion that a careful inquiry 
as to the character of the founders and the 
management of the bank, following a sur- 
vey to determine the possibilities of oper- 
ating the bank at a profit, will result in 
materially reducing the number of bank 
failures in the future. With the utmost 
candor, the bank commissioners in many 
states express the opinion that their section 
is “overbanked,” and the general policy is 
for “fewer and better” banks. 

“It is our belief that overbanking has 
contributed more to bank failures than have 
general business conditions or the so-called 
period of readjustment,” is the opinion ven- 
tured by the Superintendent of Banking for 
the State of Washington. ‘We have estab- 
lished a policy of discouraging organization 
of new institutions,” he added. 

“We are overbanked and are now en- 
couraging small banks that are not making 
money to liquidate,” the Assistant Banking 
Commissioner of Arkansas states. 

“My position in the matter (of granting 
new bank charters) has been that all of our 
middle-western states are overbanked and 
undercapitalized, and we have discouraged 
to the utmost the organization of additional 
banks,” the Bank Commissioner of Okla- 
homa asserts. 

“My idea is that we probable have too 
many state banks left yet in South Caro- 
lina,’ the State Bank Examiner | says. 
“Many of them are the outgrowth of pros- 
perous conditions of 1919, which have car- 
ried with them the large liabilities placed 
in the banks about that time.” 

“We feel that our state today has too 
many small banks and the interests of the 
people would be better served by fewer and 
stronger commercial institutions,” the Com- 
missioner of Banking of West Virginia 
states. “Since January, 1925, there has been 
but one charter granted for a new bank, 
while there have been several granted for 
consolidations and reorganizations.” 

(Continued on page 260) 
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Is Federal Regulation of the 
Motor Bus Coming? 


By JOHN C. EMERY 
Motor Transport Editor, Railway Age 


With 70,000 Buses in Daily Operation, Motor Transport Is No 


Longer Infant Industry. Interstate Commerce Commission Gets 


Facts in All Sections. 


HE recently concluded nation-wide 
series. of hearings, by means of 
which the Interstate Commerce 
Commission prosecuted its investi- 
gation into the present status of motor 
transportation, raises an interesting ques- 
tion: Is the motor bus as a common car- 
rier and a competitor of railways to be sub- 
jected, like the railways, to Federal regu- 
lation? 

The recognition that the day may not 
be far distant when Congress will delegate 
to it the regulation of the motor bus was 
doubtless in the back of the mind of the 
Interstate Commerce Commission when it 
instituted its investigation. Added weight 
to this assumption was lent by Commissioner 
John J. Esch, who has been in charge of 
the investigation, in a recent interview in 
New York, in which he is reported to have 
said that there is a strong possibility that 
the Interstate Commerce Commission will 
take over the supervision of motor bus and 
motor truck transportation in interstate 
commerce. 

“The time is ripe for regulation,’ Mr. 
Esch is reported to have said, “since motor 
transport can no longer be classed as an 
infant industry.” 


39 States Regulate Buses 


NLY thirty-nine states now have laws 
on their statute books regulating the 
motor bus in any manner. Some of the states 
have rigid and comprehensive regulatory 
laws, which cover the highway carriers as 
completely as the Interstate Commerce act 
covers the railways. The majority have 
held the extent of their regulatory laws at 
the minimum of requiring bus operators to 
secure certificates of convenience and ne- 
cessity from their public utilities commis- 
sions before beginning intrastate operations. 
With respect to the bus operators whose 
vehicles cross state lines in the carrying on 
of their business, however, there is today no 
regulation whatever. The Interstate Com- 
merce Commission has not been empowered 
by law as yet to regulate the interstate bus 
operator, and the Supreme Court of the 
United States has held in several cases that 
state commissions likewise are without such 
power to govern the operatidéns of interstate 
carriers. 
Whether or not it has been stimulated by 
this comparative lack of regulation, bus 
transportation has grown within recent 


years by leaps and bounds. There are to- 
day approximately 70,000 buses in daily 
operation. Of these approximately 32,000 
are common carriers, like the railways, and 
competing with them. They are not con- 
fined to any one locality but are spread im- 
partially over every state in the union. So 
general has been the spread of bus trans- 
portation that almost. wherever there is an 
improved road, there is a motor bus route. 


Far Flung Bus Routes 


NE line on the Pacific coast extends 

from Seattle, Wash., via San Fran- 
cisco and Los Angeles, to El Paso, Tex. In 
many other localities bus lines cover routes 
several hundred miles in length. For ex- 
ample buses are regularly in operation be- 
tween New York and Boston, New York 
and Philadelphia, Detroit and Cleveland, 
Chicago and Detroit, Chicago and St. Louis, 
Chicago and Kansas City, Kansas City and 
St. Louis, Kansas City and Denver, and 
Denver and Los Angeles, to mention only a 
few. 

A survey made a year ago showed that 
there were in the New England district 
about 350 bus companies operating over 
some 500 routes. In the region north of 
the Ohio river and east of the Mississippi, 
there were more than 2700 bus companies 
operating over nearly 3000 routes. In the 
region south of the Ohio and east of the 
Mississippi, there were some 1600 bus com- 
panies operating over 1800 routes. In the 
northwestern states, there were 400 bus 
companies operating over 500 routes. In 
the southwestern states, there were approxi- 
mately 750 bus companies operating over 
more than 850 routes. In the three Pacific 
coast states 700 bus companies operated over 
1200 routes. The numbers have. materially 
increased during the past year. 

The railways have felt the effect of bus 
competition in the decline of their passen- 
ger,revenues. It should be stated at the 
outset in discussing the losses in railway 
passenger revenues that it is generally ad- 
mitted that the private motor car has been 
a more important factor in cutting into the 
railways’ passenger business than has the 
motor bus. But the buses have been an im- 
portant factor, too, a factor daily becom- 
ing more important as their operations and 
popularity spread. 

The statistics of revenue passengers car- 
ried and of revenue passenger miles are the 
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Opposition to Placing Motor Trucks 
Under Federal Supervision. Buses Cut Into Railroad Revenue. 


true indicators of the amount of passen- 
ger business the railroads are doing. The 
amounts of passenger revenues over a pe- 
riod of years have a tendency to be unre- 
liable on account of the effect on them of 
changes in rates. The year 1916 was: the 
last normal pre-war year. In that year the 
number of revenue passengers carried on 
the railways in the United States was 1,005,- 
955,000. Instead of a normal increase fol- 
lowing the growth of the national popula- 
tion, the number of revenue passengers car- 
ried by the Class 1 railroads in 1925, nine 
years later, was only 886,650,000. In fact, 
the number of passengers carried by the 
railways in 1925 was less than the number 
in 1911, fourteen years previous. 

With respect to passenger miles, a statis- 
tical figure obtained by multiplying the total 
number of passengers carried by the mile- 
age of their journeys equaling the number 
of passengers carried one mile, a similar 
picture is drawn. In 1925, the railways’ 
passenger business in terms of passenger 
miles was 35,963,862,000. This was the 
smallest passenger mileage handled in any 
of the last six years with the single excep- 
tion of 1922. The 1925 figure represented a 
decrease of 23 per cent below the total for 
1920. 


Railroad Revenues Hit 


_ have been few passenger rate 
changes of consequence in the years 
between 1920 and 1925, so that the statis- 
tics of railway passenger revenues for 
these years may be taken as a fairly re- 
liable indicator of the railways’ loss of their 
passenger business. The passenger revenues 
of Class 1 railways in 1920 amounted to 
$1,285,395,081. From this they declined 
steadily, except in 1923, until in 1925 pas- 
senger revenues were only $1,055,273,357. 

If further proof of the decline in passen- 
ger travel is needed, it can be found in the 
annual reports of the railways for 1925, 
almost all of which refer specifically to the 
loss in passenger traffic and attribute it to 
highway competition. The following are 
excerpts from the latest annual reports of 
several larger railways: 

Northern Pacific—‘‘While there was a 
slight increase in passenger revenue there 
was a reduction in the number of passengers 
carried, indicating that the automobile and 
motor bus have taken a large share of the 

(Continued on page 270) 


‘ 
‘ 


The Plan For a New Tax Cut 


By WILLIAM P. HELM, JR. 


Continued Prosperity During 1926 Means a Large Surplus in 


the Treasury. 


Movement Starting to Reduce Income Tax on 


Corporations, Which is Levied on Banks, from 13% to 10 Per 


Cent. 


CONCERTED move toward an- 

other tax cut at Washington is 

now under way on behalf of the 

corporations of the country, the 
only class of taxpayers which have not bene- 
fitted directly from the last two income-tax 
reductions. In this class are the 28,000 
American banks. 

The present rate imposed on corporations 
is 1214 per cent plus % per cent, the latter 
levied at the last session of Congress to re- 
place the repealed capital stock tax. Next 
year the rate is due to go up to 13% per 
cent. The movement now in progress has 
for its aim a reduction in the rates from 
13%4 to 10 per cent, somewhat more than 
one-fourth. 

If prospects are promising, an effort will 
be made to push the tax reduction bill 
through the short session of Congress, which 
begins on December 6 and ends on March 3 
next. If, however, indications point to the 
futility of attempting to pass such a law in 
the anticipated jam of legislation at that 
session, introduction of the bill will be de- 
ferred for a year. 


Coolidge’s Views Awaited 


HAT the White House may desire, 

apparently, will be given due weight 
by proponents of the cut, but will not neces- 
sarily deter them from pressing it should 
Mr. Coolidge indicate that he prefers a post- 
ponement of the cut until 1928. Those advo- 
cating the reduction assert that “relief from 
an undue tax burden is not a privilege, but 
a right.” They point to the mounting sur- 
plus as justification for their claim that 
present tax rates yield more than the Treas- 
ury requires to meet ordinary governmental 
expenses, including debt retirement at the 
rate contemplated by the Sinking Fund. 

Back of the drive is James A. Emery, 
general counsel of the National Association 
of Manufacturers, and representatives of a 
group of allied associations representing 
lumber, mining, petroleum, cotton, boot and 
shoe and automobile interests. Mr. Emery 
is chairman of an industrial committee of 
seven which met early in April of this year 
with the avowed intent of suggesting ways 
to clarify and simplify the present law and 
regulations governing tax returns and pay- 
ments by corporations. 

The committee of seven was the out- 
growth of an earlier meeting attended by 
representatives of fifteen leading organiza- 
tions of producers and manufacturers. 

At these early meetings it was agreed to 
present suggestions for simplifying and 
clarifying the regulations to the joint Con- 
gressional committee on internal revenue 
taxation. The latter committee was au- 


Lower Bank Taxes 
the last session of 


A! 

Congress, representa- 
tives of the American Bank- 
ers Association appealed for 
a “fitting reduction” in the 
corporation income tax, 
along with the abolition of 
the capital stock tax and the 
repeal of the Federal gift 
and estate tax. Congress 
slashed the individual in- 
come tax rates but raised 
the rates on corporations, in 
which class banks are 
grouped. The movement 
for lower Federal taxation 
on banks is to be renewed tf 
the condition of the Treas- 
ury permits a reduction. 


thorized by the last revenue bill. It is com- 
posed of leading members of both Houses 
of Congress, and is required to report back 
to Congress any recommendations it may 
care to make not later than the end of this 
year. 

Since the early meetings of Mr. Emery’s 
committee, however, the situation with re- 
spect to national finances has shown unmis- 
takable evidence of changing for the better. 
Instead of a moderate surplus at the close 
of the fiscal year 1926, June 30 last, as an- 
ticipated by the Treasury, the actual count 
showed a surplus of more than $377,000,000. 
That surplus was accompanied by debt re- 
duction far in excess of Sinking Fund re- 
quirements, the total reduction exceeding 
$800,000,000 during the year. 

Thus far during the present fiscal year 
of 1927 indications point toward an even 
greater surplus at the close of the year than 
the $377,000,000 figure of last year. With- 
out legislation the bulk of this surplus would 
go toward debt retirement in excess of Sink- 
ing Fund requirements. The group of which 
Mr. Emery is chairman apparently believes 
that it would better go toward tax reduc- 
tion. That view is shared by many mem- 
bers of Congress; indeed, the minority in 
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Individuals Have Enjoyed Two Cuts Since 1921 Law. 


both Houses have embraced it as a politi- 
cal doctrine which, for the purpose of prac- 
tical application, is in a way unfortunate. 


Retiring the Public Debt 


S the law now stands, Secretary Mellon 

may use the entire surplus, if he deems 

it wise, for debt retirement in addition to 

the Sinking Fund provisions. Those provi- 

sions contemplate the retirement by 1945 

of about half of the public debt of $20,- 
000,000,000. 

To that portion of the debt, therefore, or 
about $10,000,000,000, the Sinking Fund 
was not designed to apply when Congress 
passed the Sinking Fund law, but after the 
domestic portion of the outstanding debt is 
liquidated, the Sinking Fund may be used 
to liquidate the remainder. Presumably 
Congress intended that the foreign debtors 
should assume the burden of retiring that 
portion of the debt by making appropriate 
payments annually to the American Treas- 
ury. In actual practice it has not worked 
out that way; that portion of the public 
debt represented by foreign promises will 
not be retired, at the present rate, for many 
years. 

However, Mr. Mellon has applied recur- 
ring Treasury surpluses to debt retirement 
annually with such good effort as to insure 
the retirement of the Sinking Fund portion 
of our debt earlier than 1945—possibly by 
1940. Undoubtedly this practice, praised by 
the President as the essence of sound finance, 
has helped maintain tax rates at a higher 
level than would be the case if Treasury sur- 
pluses were made available for tax reduc- 
tion instead. 


Cut Corporation Taxes 


U is in opposition to that practice that the 
corporations of the country are now mov- 
ing toward a lower tax rate as soon as it 


can be enacted. They want the Treasury 
surplus applied to tax reduction. 

With this in mind, the committee of seven, 
headed by Mr. Emery, has addressed itself 
to virtually every large trade association in 
the country, asking its views not only with 
respect to simplification and clarification of 
tax returns and necessary accounting meth- 
ods, but with respect to the later develop- 
ments, which seem to warrant hope of fur- 
ther tax reduction in the near future. Near- 
ly 150 such organizations have been ap- 
proached, and their replies are now com- 
ing in. 

Some time within the next few weeks 
the committee of seven will hold another 
meeting and determine its further policy. 

(Continued on page 253) 
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Do you diversify local loans 


with outside investments? 


HE deflation period of 1920-1921 and what followed impressed many 

bankers with the hazard of putting all their eggs in one basket—that 
is in one locality. There is now a marked tendency to diversify by investing 
a substantial part of the bank’s funds in bonds having a broad national dis- 
tribution and a ready market. | 

In this way not only is the risk lessened by being spread; the bank’s 
funds are more available in case of need. 

Some banks feel that the unstable nature of their deposits or the deferred 
nature of their loans makes it advisable to keep their secondary reserve in 
short maturities, often involving a sacrifice in income of from %% to 4%. 

Most banks do not need to make that sacrifice. They may be in so strong 
a position with reference to deposits and loans that their secondary reserve 
can be safely invested in marketable long-term bonds earning a better rate 
of interest. 

Great care must, of course, be exercised in the selection of bonds to fit 
the bank’s own situation and to build an investment structure properly di- 
versified as to type and maturity, thus safeguarding, at all times, its liquid 
condition. 

Halsey, Stuart & Co. has had wide experience in building bond invest- 
ment reserves for banks of all kinds and sizes. It sells bonds to thousands of 
banks. Hundreds of them rely upon us entirely for taking care of their 
secondary reserves. 


May we be of service to you? 


HALSEY, STUART & CO. 


INCORPORATED 


CHICAGO NEW YORK PHILADELPHIA DETROIT CLEVELAND 
201 South La Salle St. 14 Wall St. - arr South 15th St. 601 Griswold St. 925 Euclid Ave, 


ST. LOUIS BOSTON MILWAUKEE MINNEAPOLIS 
319 North 4th St. 85 Devonshire St. 425 East Water St. 610 Second Ave., S. 


When writing to advertisers please mention the American Bankers Association Journal 
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Overdoing the Skyscraper Program 


By LEE THOMPSON SMITH 


Past President of the National Association of Building Owners and Managers, 
Secretary, Pease & Elliman, Inc., New York City 


Triple Evils Confronting Property Owners Are Over-Production, 
Traffic and Taxation. Many Cities Now Overbuilt. Ease With 
Which Real Estate Mortgage Bonds Can Be Sold Cause of Too 


Many Towering Office Buildings. 


T is only 38 ‘years since the first steel 
skyscraper was erected in Chicago. 
Today there is not a sizable city in 
the United States that does not boast 
of one or more of these towering struc- 
tures. The skyscrapers are pointed out as 
the pride of the community—living monu- 
ments to the enterprise of the people. 

A recent survey discloses that in the spring 
of 1926 there were 95 new office buildings 
under construction in 36 cities, having ap- 
proximately 12,068,000 square feet of space. 
According to a rental survey for April 1, 
1925, 49 new office buildings, or 5,113,000 
square feet of space, were under construction 
in the 27 cities which reported. At the 
present time there are reports of new sky- 
piercing office buildings being projected in 
many cities, including a building in Detroit 
that will surpass in height the famous Wool- 
worth Building in New York, which has 
been classed as one of the seven wonders 
of the modern world. 


Question of Earning Power 


HILE the construction of these sky- 

scraping buildings increases our vast 
national wealth—and it is pertinent to note 
that the amount invested in real estate 
amounts to more than $180,200,000,000—sight 
should not be lost of the fact that real prop- 
erty is worth no more than it can earn 
over a term of years. Quite frankly, I be- 
lieve that we are overdoing the skyscraper 
building program. There is a great and 
grave danger in over-production, because the 
creation of more space than can be renied 
is not only a menace to those who invest 
their funds in the new buildings, but to the 
owners of the structures that are already in 
existence. 

Over-production is the livest of three real 
problems the owners of office buildings face 
today. The others are the growing traffic 
congestion and the rapidly mounting taxes. 

It should not be thought that building own- 
ers and managers in the various cities of 
the United States are opposed to produc- 
tion, for they have faith in real estate and 
its possibilities, but they realize that if a 
program of over-production and _ over- 
appraisals goes along unchecked, losses are 
certain to come to those whose money makes 
possible the construction, with the conse- 
quent reaction that will frighten away in- 
vestors and greatly handicap the financing 
of enterprises in the future. 

At the last annual meeting of the Na- 
tional Association of Building Owners and 
Managers, it is significant that the mem- 


bers from 126 cities in the United States 
and Canada, expressed the formal opinion 
that “the great impetus given to building 
operations following the cessation of the 
war has, in most cities, made up the short- 
age and a generally overbuilt condition 
now prevails.” 


Reasons for Over-Production 


HE reason for this over-production is 

probably a result of the tremendous in- 
terest in the sale of real estate bonds. In 
1925, $675,000,000 worth of real estate bonds 
were sold in this country. This was an 
increase of more than 1000 per cent in 
the last five years. During January and 
February of this year $96,000,000 worth of 
these bonds were sold—an increase of $19,- 
000,000 over the year before. 

It is a significant fact that one-eighth 
of the national income last year was spent 
in the production of buildings throughout 
the United States. That was because there 
was ample money available at what could 
be considered market rates. Buildings were 
being put up entirely through the endeavor 
of bond houses to sell bonds, whether the 
buildings were needed or not. 

Is this over-production caused by the 
anxiety of the bond houses to sell these 
issues? Not entirely. It is also caused 
to a certain extent by institutions and in- 
dividuals who desire to put up monumental 
buildings for self-advertisement and to per- 
petuate their names. 

Speculative builders, who borrow the full 
cost of construction regardless of return, 
are contributing to it. They then sell the 
building at a profit and proceed to erect an- 
other somewhere else. They are a menace 
to any city, as they build whether there 
is need or not, provided that they can ob- 
tain on first and second mortgages the full 
cost of land and building. 

I cannot grasp the thought that some of 
these bond houses seem to have in connec- 
tion with the placing of their issues on 
various new and old projects—the thought 
that there is no such thing as a saturation 
point or that the law of supply and de- 
mand has no effect so far as real property 
is concerned; further, that it is impossible to 
over-produce a city. Obviously these state- 
ments are incorrect and are made only for 
a purpose. 


False Notions of Profits 


ANY investors have been led into the 
over-building program because they 
have been told that all the wonderful office 
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Factors Not Considered. 


buildings in our large cities are gold mines; 
that the owners ride around in Rolls Royce 
automobiles ; and that the building managers 
are all capitalists. But all they need to do is to 
look over the report of the Accounting and 
Exchange Committee of the National Asso- 
ciation, which shows that operating costs 
rose 33 per cent to 100 per cent, or an aver- 
age of 76 per cent, in ten years and are still 
rising, to realize that there is no truth in 
such an assumption. Many of us would 
feel jubilant if we could get 10 per ceut net 
with a proper allowance for depreciation. 
Just because we have monumental buildings, 
with fast elevators and marble hallways, is 
no true reason that the return on our build- 
ings is large. 

Office building is an industry, the same 
as manufacturing steel or anything else. 
The problem is that of supplying under our 
present system of free competition an ade- 
quate volume of desirable office facilities at 
a price which will be reasonable and yet 
bring an adequate return to those who have 
been instrumental in the financing of same. 
If too great a supply is created, rents will 
fall and capital will be jeopardized. 

In developing property, a careful analysis 
should be made, the same as in any other 
industry. 

This is not done in the case of many 
office buildings. Speculators see a desirable 
corner, feel that they can finance it on a 
shoestring, erect a building whether it is 
needed or not, and look around for a man- 
ager whom they can get as cheap as pos- 
sible, probably one who does not know a 
pump from an elevator motor or a kilowatt 
from horse-power. However, he is em- 
ployed to manage a property that covers an 
investment of millions, regardless of the 
fact that lack of character and lack of ex- 
perience in the management, especially at 
the opening of the building, can make a 
failure of the most promising project. The 
management in my judgment is the most 
important item of any to consider in the 
financing of these new buildings. 


Factors to Consider 


yng ng are many factors to be considered 


in the development of properties. The 
building must be properly located and 
erected to meet a definite rental demand for 
the type of space it is intended to provide, 
and the building operations must be con- 
ductéd on an economically sound basis. The 
site must be in an increasing value neigh- 
borhood, so that the rental demand may ‘be 

: (Continued on page 260) 
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WE OFFER 


With our recommendation for safe investment 


Priced to Yield 
Security Maturity Approx. 


State of New York, Direct Obl. 4s 1930-76 3.70-3.80% 
Chicago South Park Comm. 4s 1937-45 4.05 
City of Detroit, Mich. Direct Obl. 4s 1956 4.15 
Cleveland, Ohio, Electric Light 4%s 1934 4.15 
First Trust Joint Stock Land Bank 4%s 1956-36 4.25 
City of Portland, Oregon, Direct Obl. 4'2s 193 1-56 4.30 
Tulsa, Oklahoma Water Works 5s 1949 4.40 
Albuquerque, N. M. Direct Obl. 4%s 1936-46 4.40 
Canadian Pacific Railway Co. Equip. Tr. 4s 1936-1937 4.55 
Baltimore & Ohio R. R. Equip. Tr. 4's 1937-39 4.60 
Chicago & North Western Ry. Co. Gen. Mtg. 4%s 1987 4.68 
New York Central R. R. Co. Ref. & Imp. 5s 2013 4.82 
City of Toronto, Harbor Com. 4's 1953 4.83 
Illinois Bell Telephone Co. Ist & Ref. Ser. A 5s 1956 4.84 
New England Tel. & Tel. Co. 1st Mtg. 4%2s 1961 4.85 
Cumberland Co. Power & Light Co. Ist Mtg. 4/2s 1956 4.95 
Illinois Central R. R. Co. 40 Yr. G. B. 4%s , 1966 4.95 
American Tel. & Tel. Co. Deb. 5s 1960 4.97 
West Penn. Power Co. Ist Ser. A 5s 1946 4.97 
Marshall Field & Co. Deb. Gold Bond 4/23 1931-46 5.00 
Ohio Power Co. Ist & Ref. Mtg. 5s 1952 5.12 
Central Power & Light Co. Ist Mtg. 5s 1956 5.27 

W. A. Wieboldt & Co. lst Mtg. G. B. 5%s 1939 5.32 
Interstate Iron & Steel Co. 1st Mtg. 5'2s 1946 5.53 
Dodge Bros. Inc. Serial Notes 5s 1929 5.55 
Pressed Steel Car Car Co. Conv. 5s 1933 5.84 
Edgewater Beach Hotel Ist Mtge. 6s 1938 5.88 
Chicago Beach Hotel Ist Mtg. 6s 1941 6.00 
Yellow Mfg. Accept. Corp. Sec. Coll. 6's 1934 6.00 
National Bond & Investment Co. Serial 5%s 1928-31 5-50-6.10 
Albert Pick & Co. 10 Yr. 6s 1936 6.15 
Commercial Inv. Tr. Corp. Notes 5s 1928-30 5.80-6.20 
Cuyamel Fruit Co. Ist Mtg. 6s 1940 6.35 
Detroit Hotel Co. Ist Closed Mtg. 62s 1929-41 5.50-6.50 
City of Cologne, Germany, 6s 1950 6.95 
Mannheim & Palatinate Elec. Co’s 7s 1941 7.20 
Free State of Anhalt, Germany, 7s 1945 7.30 


Offerings Subject to Prior Sale and Change in Price 
Full Details of Individual Issues Will Be Furnished Gladly 


The foregoing is representative of our current offerings. A complete list of Corporation, Municipal and 


Foreign Bonds, and Commercial Paper in maturities up to 6 months, which we are offering with our recom- 
mendation, will be sent upon request. Bank concessions upon request. Orders may be wired at our expense. 


A. G. Becker & Co. 


_ 137 So. LaSalle Street 54 Pine Street 
Chicago New York 


ST. LOUIS MILWAUKEE MINNEAPOLIS SAN FRANCISCO 
SEATTLE PORTLAND SPOKANE 


Bonds Short Term Notes Commercial Paper 


When writing to advertisers please mention the American Bankers Association Journal 
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We Are On the Sea To Stay 


By T. V. O’CONNOR 


Chairman of the United States Shipping Board 


Government Has Turned Over Eight Overseas Services to 
Private Interests. Shipping Board Has Sold 1,100 Ships During 


Period of Real Maritime Depression. 


Replacement of Vessels 


Now in Service Is Big Problem Which Must Be Solved. 


N 1916 the Congress passed an Act es- 

tablishing a United States Shipping 

Board for the purpose of encouraging, 

developing and creating a naval auxil- 
iary and naval reserve and a merchant ma- 
rine to meet the requirements of the com- 
merce of the United States with foreign 
countries; to regulate carriers by water en- 
gaged in the foreign and interstate com- 
merce of the United States, and for other 
purposes. 

In 1920 the Shipping Act of 1916 was 
amended and a national shipping policy was 
established. The pol- 
icy to have “a mer- 
chant marine of the 
best equipped and 
most suitable types 
of vessels sufficient 
to carry a greater 
portion of its com- 
merce and serve as 
a naval or military 
auxiliary in time of 
war or national 
emergency” was ex- 
pressed by the Con- 
eress in 1920 in a 
Merchant Marine 
Act which is now law. 


A Settled 
Proposition 


HE United 

States Shipping 
Board was the agen- 
cy selected to carry 
this law into effect. 
It will be © seen, 
therefore, that the 
proposition that we 
are to have a merchant marine is settled and 
no longer a matter of discussion. 

It is probably not necessary to recall that 
from the time of the Civil War up to the 
World War the United States had to de- 
pend almost entirely upon ships of foreign 
nations to carry its commerce and upon ships 
of foreign nations in time of national emer- 
gency. Our merchant marine has in reality 
become an accomplished fact. The problem 
facing us today is one of ways and means 
of maintaining it in the most economical 
manner and promoting as far as possible its 
transfer to private American hands. 


The work of the Shipping Board under 
the act of Congress divides itself into three 
distinct headings: (1) regulatory and pro- 
motional; (2) maintenance and operation 
of the government fleet; (3) liquidation. In 
carrying out its task the Board has had to 


keep always in mind the aims and purposes 
as expressed in the Merchant Marine Act 
of 1920. 

The Board has established strategic trade 
routes on the Atlantic, Gulf and Pacific 
coasts to all important foreign countries 
where none existed before the war under 
the American flag. Through the sale of 
lines and the reduction of operating expenses 
generally, the Board has reduced expenses 
until for the current year the Congressional 
appropriation to carry out the work is less 
than $15,000,000. While it is true that we 


The Leviathan, flagship of the Shipping Board filcet, making ready to sail at New York. 


are today carrying less than 30 per cent of 
our foreign commerce in American vessels 
instead of the major portion, every trade 
route on which an appreciable ‘quantity ‘of 
American commerce moves is now served 
by American ships. 


““Cost’’ or “‘Loss’’ ? 


HILE it is not necessary to discuss 

the already settled proposition that we 
are to have an adequate American merchant 
marine, either public or privately owned, J 
might remark that bankers will readily ap- 
preciate without further development of the 
idea the difference between “cost” and “loss.” 
Money invested in the improvement of the 
American fleet is a cost and not a loss 
Perhaps no public expenditure in the his- 
tory of this country has been more profitable 
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than the billions of dollars invested in good 
highways by nation, station, counties, cities 
and towns. These investments certainly did 
not constitute a loss. The fact is that be- 
fore we had the good roads the bad roads 
constituted an enormous public loss. 

The ocean cannot be graded or leveled 
or kept in a state of repair, but the same 
purposes can be achieved by the construc- 
tion of proper types of ship. A high pow- 
ered car can carry cargo more cheaply 
across the Rocky Mountains than a wheel- 
harrow can carry it from Boston to Provi- 
dence. The princi- 
ple here involved 
seems so clear and 
so simple and so ob- 
vious that I am in- 
clined to question 
the motives rather 
than the mental abil- 
ity of those people 
who attack our mer- 
chant marine. It is 
my firm belief and 
conviction that the 
best United States 
Treasury dollar that 
is spent is the dollar 
spent for the devel- 
ment of a permanent 
American merchant 
marine. 

During the war 
the United States 
accumulated, largely 
by construction, a 
total of more than 
2500 ‘ships of various 
descriptions aggre- 
gating nearly 14,000,- 
000 deadweight tons. 
These ships were turned over to the 
Shipping Board, and the Board was or- 
dered by Congress to get rid of the ships 
which were useless for competitive com- 
merce, to sell what it could to private Amer- 
ican interest for operation, and of the rest 
to operate those which were best calculated 
to create upon a solid basis an American 
merchant marine able to carry the greater 
portion of our own commerce, export and 
import. Our duty was plain. 

We have sold a great many vessels and 
sold them cheaply. Americanism, the finan- 
cial ability, and the sea-going experience of 
purchasers have been the Board’s main con- 
siderations in determining sales. 

The shipping depression which started 
coincident with the enactment of this 
law and following the post-war shipping 
boom, prevents an earlier realization of the 
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Actual 4 
“Close Ups” 


from the 
AMERICAN Express COMPANY’S 
Human Incident Travel Reel— (1) 


“The Hand of a Great Service” 


No. 1. A line of French porters at the arrival of the 
steamer train. The “Hand” in waiting. 


No. 2. The most welcome sight to travelers arriving in 
a foreign city is an American Express courier with 
his courteous greeting of service. 


No. 3. Endless details regarding baggage are turnedover to 
him. His “Service Hand” is the surest of all checks. 


A never ending source of information—intelli- 
and gent, experienced, accurate. His service and advice 
No. 5. inspire instant confidence. He is the Service. 


Making doubly sure that the details of the service 
for which he is responsible are carried out. One 
of the many factors which have made the “hand” 
of his Service great. , 


These close-ups are photographs of actual 
incidents—six from six thousand similar 
scenes happening every day at the great ports 
of the world and the railway stations ot 
foreign cities. 


Wherever and whenever assistance is needed 
the traveler abroad will always find the “ help- 
ful hand of a great service.’ Endless in its 
variety, constant and efficient, it is the 
American Express Company’s personal ex- 
pression of its sincere desire to serve. 


Banks everywhere assure this Service to their 
traveling patrons to the fullest extent when 
they sell them 


AMERICAN Express TRAVELERS CHEQUES 


When writing to advertisers please mention the American Bankers Association Journal 
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aims sought to be achieved. While a limited 
number of ships were sold during 1920 to 
ambitious operators, the boom prices pre- 
vailing caused the vessels to be returned 
later to the Board. The systematic applica- 
tion of the Merchant Marine Act can be 
stated to have been allowed to remain in 
abeyance until 1921, when a full Shipping 
Board was appointed by the administration 
which had assumed office in March of that 
year. It can be further stated that the en- 
tire practical results obtained in the efforts 
of the Board to transfer the government 
merchant marine to private owners dates 
from July, 1921. 

Since that time until August of this year, 
during a period of unequalled depression in 
world shipping, the Board sold nearly 1,100 
vessels of all types, totalling about 4,500,000 
tons, and recovered to the Treasury nearly 
$80,000,000. All of these ships have not 
been for operation, however. 

The Shipping Board liquidation program 
is divided into two parts—first, the transfer 
of liner services to companies which will 
guarantee the continued maintenance of 
them; and second, the sale of tonnage not 
engaged on liner services to American con- 
cerns engaged in general shipping business 
which find it possible to expand their ton- 
nage holdings. 

Under the first and more important of 
these two headings, activities looking toward 
sales were in abeyance until 1923, the lapse 
of such time being necessary to accurately 
define and determine the regional trade 
routes for American commerce contemplated 
by the Merchant Marine Act and the es- 
tablishment of regular service on such routes 
with Shipping Board tonnage to a point 
where they had become definite and known 
factors in world trade. 


Sales of Services 
N the fall of 1923, W. R. Grace & Com- 


pany, a well-known American concern en- 
gaged for many years in shipping and trad- 
ing with South America, purchased two 
7600-ton vessels and agreed to maintain with 
these and two others of equal type which 
they already owned, a regular and perma- 
nent service for five years between ports 
on the West Coast of the United States and 
ports on the West Coast of South America. 
The success with which this line has been 
operated, coupled with rapid expansion of 
commerce in regions on the West Coast of 
South America, has lead to the further sale 
to Grace & Company of three additional 
ships of 8000 tons each, and the extension 
of the guaranteed service until 1931. 

This most important medium for the pro- 
motion and protection of American foreign 
commerce accordingly consists now of a 
permanent fleet of seven modern and eff- 
cient freighters under the American flag, 
with a tonnage totalling about 60,000 dead- 
weight. It is significant that the successful 
maintenance of this line with privately 
owned American ships has been possible even 
in the face of extreme foreign competition. 

At about the same time in 1923 the Board 
concluded with the Dollar Steamship Line 
what may be properly termed as one of the 
most advanced and important steps in ship- 
ping. The Dollar Steamship Line purchased 
seven large twin-screw combination passen 
ger and cargo vessels of about 14,000 tons 


The Malolo, the largest liner to be 
built in an American shipyard, being 
launched at the Cramp’s shipbuilding 
plant, at Philadelphia, for the Matson 
Line’s Honolulu service. 


each and agreed to operate them for a mini- 
mum period of five years in a continuous 
round-the-world service, completing at least 
ten voyages per annum. 

The first sailing occurred in January, 
1924, and since that time one of these crack 
“President” type liners has left American 
ports sailing westward every two weeks. 
There is not the slightest reason to doubt 
that this famous service is definitely and 
permanently established and, in addition to 
the reliability it affords American foreign 
commerce, the prestige gained to American 
shipping is beyond any calculation. 

By the spring of 1925, the Board’s trans- 
Pacific express passenger, mail and cargo 
service over the old Pacific Mail route from 
San Francisco, with five twin-screw passen- 
ger and cargo vessels, had been developed 
to such a point that a definite opportunity 
to dispose of it to responsible American citi- 
zens was afforded. The invitation for bids 
resulted in the sale of this service to the 
Dollar Steamship Line under an agreement 
that at least seventeen voyages per annum to 
the Orient should be furnished over a mini- 
mum period of five years. The service has 
heen successfully continued for more than 
a year and is actually furnishing more than 
twenty-four sailings per annum. 


A Large Cargo Service 


N the fall of 1925, the Export Steamship 

Corporation, of New York, purchased 
eighteen cargo vessels to be operated for a 
minimum period of five years with not less 
than sixty round voyages per annum, to the 
Mediterranean, North African, Levant and 
Black Sea ports. This service had been es- 
tablished by the Shipping Board under the 
trade name of “American Export Lines.” 
This represented the largest undertaking of 
its kind under the American flag and prob- 
ably the largest single fleet of privately 
owned American ships exclusively engaged 
on a limited trade route. 

The Carolina Steamship Corporation, of 
Charleston, S. C., by purchase, also took 


over in the fall of 1925 six similar type 
vessels for operation on the trade route coy- 
ered by South Atlantic ports to United 
Kingdom and North Continental ports. The 
highly competitive element of foreign op- 
erations in this service, however, proved an 
impossible factor to withstand especially 
with the ruinous rate cutting after the ser- 
vice left governmental ownership, and to 
safeguard its continuance the Board was 
compelled to take back the service in the 
spring of 1926, tor be operated by the Board 
until conditions will permit of further ef- 
forts to transfer to private ownership. 

In 1922, the Shipping Board had instituted 
a service absolutely pioneer in nature be- 
tween Pacific Coast ports to the East Coast 
of South America, under the trade name of 
the Pacific Argentine Brazil Line. By the 
latter part of 1925 this service was sold to 
the McCormick Steamship Company, San 
Francisco, under an agreement for its con- 
tinuance over a minimum period of five 
years with not less than ten sailings per 
annum. Notwithstanding the entry of a 
highly competitive foreign motorship ser- 
vice coincident with the transfer of this 
line, it may be confidently anticipated that 
the permanency of this American service is 
assured. 


Sold to Munson Line 


N December of 1925 the Shipping Board 

sold to the Munson Steamship Line the 
swift passenger service that it had estab- 
lished between New York and Rio di Ja- 
neiro, Montevideo and Buenos Aires. Five 
passenger liners of the “President” type 
make up the fleet of ships that have cut 
down the sailing time between North and 
South America and drawn the two conti- 
nents closer together. 

Inaugurated shortly after the close of the 
war, the Pan-American Line was started 
with ex-German steamers, but later devel- 
oped with these American-built liners. Con- 
ducted at a loss during the first few years, 
the service was developed to the point where 
private capital was willing to take it over, 
at the same time guaranteeing to maintain 
it over a period of years under the Ameri- 
can flag. 

In January, 1926, the service inaugurated 
and established by the Board between New 
York and other North Atlantic ports to 
South and East Africa was sold to the 
American South African Line, Incorporated, 
for guaranteed operation over five years 
with a minimum of twelve sailings per an- 
num. This is a most important vehicle for 
American imports and exports over a trade 
route formerly dominated entirely by for- 
eign flag tonnage. 

In the spring of 1926 the express passen- 
ger mail and cargo service maintained by 
the Board from Puget Sound to the Orient, 
with five sister ships to those sold for op- 
eration from San Francisco to the Orient, 
was sold to the Admiral Oriental Line, 
which had operated the service for several 
years as managing agent of the Shipping 
Board. This sale likewise provides for at 
least seventeen voyages per annum over five 
years and affords the great Northwest a re- 
liable express American flag service for the 
exchange of its products for the wealthy 
importations from the Orient. 

(Continued on page 255) 
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‘THE RATIONAL BARK OF of and 


THE GAVINGS DEPOSIT BANK A 


1. Commercial Account Sig- 
nature Cards with A.B.A. 
agreement. 

. Savings Account Signa- 
ture Cards with Joint 
Agreement. 

. Safe Deposit forms. 

. Liability Ledger. 


\ h Ci rd re CO rd . Statement Receipt Folder. 
. Central File and New 


Business Department 
Master Cards. 


does your bank need? 
: 9 Cards for Hand and Me- 


chanical Posting. 


. Checking Account Ledger 
and Statement Sheets. 


““Y AND FE” CARD RECORDS cover practically every phase of mod- 
ern banking. Above are just a few of these “ready made” rec- 
ords. There are so many more of these forms that they cannot 
even be listed here, but the following list will give you an idea 
of their scope: 


For Savings Banks For Safe Deposit Department 


Signature Cards Renter’s card and agreement 
Finger Print Cards Deputy’s Card 
Index to Depositors - Rental Ledger 
History of Boxes 
For Note Department Miscellaneous Storage Record 
Liability Ledger Rent Expirations @ Yawman and 
Loan Ledger and Cross Index Daily Summary ? Erbe Mfe.C 
Records of Securities Record of Calls * 1085 Street 
Collateral Receipts Entrance Tickets o Jay Street, 
Fa Rochester, N. Y. 
Please send me sam- 


Fa ples of “Y and E” 
forms as follows: 


In addition to the above there are forms special forms to fit any particular need 

for the Trust Department, New Business not covered by our stock records. 

or Promotion Department, and miscel- Mail the coupon for free samples of any 

laneous forms galore. We also make up forms that interest you. 


AWMAN 4x» FRBE MFG.(0. 


1085 JAY STREET ROCHESTER, N.Y. name 


STEEL AND WOOD FILING CABINETS—STEEL SHELVING—DESKS—SAF7S o 
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Amsterdam As a Financial Center 


By GEORGE E. ANDERSON 


The Dutch Have Been Bankers for the World for Many Cen- 
turies. Played Large Part in Financing Construction of American 
Rail Lines. Change in Banking System Brought About by War- 
time Expansion Gave Holland a Number of Large Modern Banks. 


N spite of the somewhat inchoate repu- 
tation greatly accentuated and some- 
what exaggerated by Mr. Canning’s 
rhythmic aphorism 


“The fault of the Dutch 
Is giving too little 
And asking too much” 


there is a reliance upon Dutch finances 
which gives weekly financial reviews from 
Amsterdam a unique authority. 

This lies not merely in the fact that Hol- 
land succeeded in maintaining the value of 
its guilder during and since the war to a 
remarkable degree but it also rests upon a 
great tradition. For 
a number of reasons 
the suggestion of the 
Dawes commission 
that Germany’s new 
bank of issue be es- 
tablished upon neu- 
tral Dutch territory 
was not adopted, but 
that suggestion was 
sound in many re- 
spects other than 
those purely _politi- 
cal, resting upon the 
practical convenience 
of the bank itself in 
exchange operations 
in both ordinary, 
commerce in 
reparation matters, 
and also upon a long 
line of precedents in 
which Holland has 
held a premier posi- 
tion in the world of 
international finance. 

Present commer- 
cial and__ financial 
conditions in Europe 
establish peculiar 
ascendency in Hol- 
land continental 
financial affairs, and Holland’s present 
unique position is little different from that 
which it has held since the beginning of 
modern finance. 


A Financial Go-Between 


MSTERDAM has been one of the finan- 

cial centers of the world for centuries. 
It has been the financial go-between in the 
international politics of Europe particularly 
since the days when Catharine II of Russia 
and Frederick the Great of Prussia raised 
their war loans upon its Bourse and its hold 
upon the present-day situation of financial 
Europe is scarcely less important. 


From the dawn of modern finance, Hol- 
land has been in the banking business. The 
Dutch people have a faculty for combina- 
tion and organization which led to archaic 
banking for local purposes long before 
banking was known in other countries. 
When Shylock was having his little diffi- 
culty with Antonio in Venice his counter- 
part was having troubles of his own along 
similar lines up next to the Zuider Zee. 

All through the middle ages Dutch money 
lenders were known all over Europe, but it 
was not until the struggle of the Dutch 
against Spain from 1568 to 1648 that the 
necessity of combination in using capital of 


A view of the Anstel River at Amsterdam showing the river trade. 


these bankers and of the people they served 
was felt in connection with matters of great 
national and international moment. With 
the development of that struggle came the 
formation of such concerns as the old Dutch 
East Indies Company and from the time of 
that concern onward Dutch capital has been 
used more or less en masse and Dutch bank- 
ing took upon itself a more modern phase. 

The Amsterdam Stock Exchange was 
opened in 1608 and, in addition to the trad- 
ing in the stocks and bonds of such con- 
cerns as the Dutch East Indies Company, 
the West Indies Company, and similar or- 
ganizations, the capitalists of that day traded 
in the bonds of various governments, the 
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first recorded exchange business in govern- 
ment securities and to a certain extent in 
international exchange. Even at that time 
foreign investments interested all classes of 
Dutch people. Not only the wealthy and 
speculating classes but retired business men, 
small traders, even the servant class, were 
accustomed to think in terms of foreign 
loans and from that day to this they have 
never lost this national disposition. 

The larger fortunes of the country in the 
earliest days were almost invariably in for- 
eign securities while the savings of the 
common people combined in a support whose 
total strerfgth made Holland financially 

great at a time when 
such cooperation was 
unknown elsewhere. 
When England was 
in financial chaos 
and the continent of 
Europe even 
more backward than 
England in finance, 
Dutch burghers were 
combining their sav- 
ings in the projection 
of large enterprises 
and were founding 
financial institutions 
which have served 
as models for all 
time. 
Amsterdam’ s—and 
Holland’s — devel- 
opment as a finan- 
cial center came pri- 
marily as a_neces- 
sity of the times. 
During the sixteenth 
century and even the 
first half of the 
seventeenth century, 
there was the great- 
© Ewing Galloway est disorder in the 
monetary affairs of 
Europe. Not only 
each country and each sovereign, but even 
each of the more powerful provinces and 
cities, not to mention the long list of Grand 
Duchies and other minor political divisions, 
minted their own coins and established their 
own currencies. Often, with each succession 
to a throne a new system and a new mone- 
tary unit were adopted. 

Silver was the chief medium of exchange, 
gold not being sufficiently plentiful to form 
a very large part of the circulating media. 
There was a multiplicity of coins of vary- 
ing standards of weight and fineness and of 
general current value. There was no sys- 
tem for the retirement of coins which had 
become worn or mutilated. Commerce was 
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am. 


your question. ‘et your 
Be mee! feel free to question any amount or signa- 
ture of which there is the least doubt. Pro- 


tect your balances and your people. 


Protect your client’s self-respect, also. No one in 
the waiting line or elsewhere need know of the 
verification. The teller 
sends the check itself on 
its way with an impercep- 
tible movement of his 
hands below the deal plate. 


The check goes and returns 
with the speed of thought 
... in less time than a 
question could be asked or 
word written. And _ the 
whole transaction is carried 
out privately and silently, 
in keeping with its confi- 
dential character. 


LAMSON 
PNEUMATIC 
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Lamson Baby Tubes enable you to move your book- 
keeping and record-making departments out of in- 
valuable ground-floor space to any location you 
choose. They enable you to maintain intimate and 
immediate contact between all departments, no mat- 
ter where located. 


Checks, orders, and memoranda pass back and forth 
instantly, unerringly, noise- 
lessly. The question, and the 
answer, both become matters 
of record. Responsibility is 
established, errors are avoid- 
ed, and protection becomes 
an established fact. 


Write for interesting facts 
about this efficient protec- 
tive system. 


THE LAMSON Co. 
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hampered in every transaction by the lack 
of a fixed or reliable standard of value and 
since commerce among the countries of 
northern Europe, not only as between vari- 
ous countries but also as between northern 
Europe as a whole and the East Indies and 
America, was greatly on the increase, the 
necessity of some means of adjustment be- 
came more and more pressing. 

At the end of the sixteenth century Hol- 
land, largely because of its trading adven- 
tures in the Far East and America, had be- 
come the chief market for securities of all 
kinds and the Amsterdam Stock Exchange 
was formally established in 1608. 

In 1609, after a year of preparation, the 
Amsterdam Exchange Bank (De Amster- 
damsche Wisselbank) was opened for busi- 
ness for the purpose of fixing and main- 
taining the value of Dutch currency and 
of an exchange value between the various 
monetary media in which the commerce and 
stock exchange transactions of the day were 
carried on. The city of Amsterdam held 
itself absolutely responsible for all of the 
engagements of the bank, which was, in 
fact, the precursor of the long line of na- 
tional or government banks which later be- 
came so powerful a factor in the financial 
and political life of the future. 


The “‘Rixdale’’ Created 


HIS bank in some respects has been 
unique in history. For the first time 
in history it not only established a ratio be- 
tween the currencies of the several nations 
of Europe, but for the first time, also, as a 
result of its peculiar position, its govern- 
ment support, and the special and 
peculiar sanctions thrown around 
its transactions, it secured and 
maintained a reputation for integ- 
rity and infallibility which became 
the foundation for its dominating 
position in European finance for 
many years and which to some ex- 
tent is the foundation of that tra- 
dition or reputation of Dutch 
finance for strength and integrity 

which exists at the present day. 
The bank was early authorized 
to maintain the standard of Dutch 
currency by the withdrawal and 
recoingae of worn and mutilated 
currency. It fixed and 
maintained a value for all 
currency, both Dutch and 
foreign, by _ establishing 
an official standard theo- 
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retical coin or rather unit known as a 
“rixdale” which in practice became a theo- 
retical standard by which all coins were 
measured and in its vaults in the earlier 
days it maintained at all times actual gold 
and silver to the full value of the amount of 
these theoretical standard units represented 
on the books of the bank. No matter what 
currency was paid into the bank, Dutch or 
foreign, or uncoined gold or silver bullion, 
the credits were entered in the correspond- 
ing value of this theoretical standard cur- 
rency. Money was paid out in Dutch or 
foreign coins on the basis of this same 
standard unit. The result was that com- 
mercial transactions were soon carried on 
in terms of this standard unit and this led 
to a system of transferring credits from 
account to account on the books of the bank 
which was not only the beginning of the 
modern checking account but which in time 
also led to other important developments for 
the receipts of the bank for money depos- 
ited came to be passed from hand to hand 
and thus in fact became currency—the pre- 
cursor of the modern banknote. 

In time the reputation of the bank for 
absolute reliability became so widespread 
over Europe that its money and its receipt- 
currency became practically a measure of 
international exchange and the standard unit 
in most international financial transactions. 
They were very careful of the reputation of 
that bank. Defalcation or fraud in its per- 
sonnel was punished with death. An ac- 
countant named Flick was executed in 1673 
for having made serious errors in his work. 


Rise to Dominance 


UPPLEMENTING this high reputation 

of Amsterdam’s great bank came prac- 
tical results and benefits from increasing 
commerce. Shipments of gold and _ silver 
from the Americas and the East Indies 
came to be considerable and they came 
mostly to Amsterdam, both because a con- 
siderable proportion were due to Dutch in- 


The 
Bourse at 
Amsterdam, 
the center 
of Dutch 
finance. 
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vestments and also because the exchan; 
standards of the Dutch system afforde: 
convenient means of transferring this co 
and silver to the currencies of other c 
tries. Merchants of the whole of nort 
Europe found it convenient to carry tiei 
accounts in the Dutch bank and in its st 
ard currency. In short, the Dutch rixd 
later coined and known as the “kruisryics 
daalder” or “royal thaler with a cross’ 
the seventeenth century, and even later, was 
what the British pound sterling became i 
international transactions a century later, 
what the American dollar has now becc: 
if we are optimistic about the domination 
of the dollar in international finance. 

At the opening of the eighteenth century 
the Dutch standard was the unit of value 
for most important transactions in the in- 
ternational relations of Great Britain, 
France, Spain, Portugal, Italy, Germany, 
Russia and the Baltic States, in short, for 
the commercial and financial world of that 
time. And this Dutch daalder or thaler, 
with slight modification, became the origin 
of the American dollar. 


Floating Foreign Loans 


T followed as a matter of course that 

during almost the whole of the seven- 
teenth century most of the central Euro- 
pean countries as well as Russia raised 
their foreign loans primarily on the Am- 
sterdam market. 

The dominance of Amsterdam in such 
matters became so pronounced that specula- 
tion on the Amsterdam Bourse dealt in se- 
curities covering the entire world. For 
more than a.century the Amsterdam mar- 
ket practically controlled the international 
finances of central Europe. 

In 1694 the Bank of England was founded 
on the model of the Amsterdam Exchange 
Bank. Dutch financial circles were under 
eclipse during the Napoleonic era but, with 
the downfall of Napoleon, William I estab- 
lished a new bank of issue known as the 
Nederlandsche or Netherlands Bank, which 
commenced operations April 14, 1814. It 
is the bank of issue of the country today 
and is not only one of the strong banks of 
the world but its directors have been of 
such authority in the financial world that 
they have been called repeatedly for inter- 
national service. 

The part taken by Holland in the financ- 
ing of American railway construction in the 
period after the Civil War was remarkable 

(Continued on page 251) 
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THE CIRCLE IS TRE 492 staTE- 
THE DOTTED LINE MARKS THE BOUNDARY 
OF THE 8" FEDERAL RESERVE DISTRICT: 


Have you plenty of tacks 
for this bond market ? 


—And are you selling your full quota of the 
types of bonds which are being bought in the 
secondlargest Bond Market in the Middle West? 


Look at the table to the left and deter- and work it with all your might. It’s 
mine your own quota . . . And _ rich. It’s progressive. . . . And it’s 
pick out your own quota tacks. buying the securities which you sell. 


A questionnaire recently sent out to The task of covering the St. Louis 


Here Is a Picture of the Sales St. Louis Investment Bankers showed market is a simple one—an economical 
of Only 26° of the 116 St. 


Louis Bond Houses a total sales volume, in 1925, of $239,- one. You have one big metropolis 
or 


Drainage Bonds..........8 1,867,164 288,595 for only 26 of the 116 houses here—the banking center of the mar- 


na ory RY represented, ket. Capital of The 49th State and of 

Railroad Bonds... 11,380:800 A fair index to the total volume in the Eighth Federal Reserve District. 

Real Estate Bonds,...... 47,510,018 

A Big Sales Influence to Help You 

As you know, the St. Louis bond mar- and you have one newspaper which serves 
ket is the second largest in the Middle the financial interest of this entire market. 
*Developed by 4 West. . . . And it is developing The Globe-Democrat offers a Financial and 
Questionnaire rapidly. Market news service not even attempted by 

any other newspaper in this market. And 

Are Your Sales in The Globe-Democrat has done many a big 

Thie Market Keeping Pace? job for houses selling bonds. ee This 

paper regularly carries more Financial ad- 

We cannot answer that question for vertising than all other St. Louis newspapers 
you. But you can—simply by com- combined. 


ef 3 paring your St. Louis sales, in the Get your full quota of sales here. Plan 
various types of bonds, with the total carefully. Our nearest representative will 
volume. _ gladly tell you about the possibilities of this 

market, and will show you how our Re- 

But this we can do for you: We can search Division can co-operate in solving 


urge you to watch this market closely, your specific problems. 
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Letters From a Banker to His Son 


By ROY L. BONE 


State Bank Commissioner of Kansas 


The Young Man Has Made Some Loans That Do Not Quite 
Come Up to the Old Gentleman’s Requirements and He Com- 
ments On Them Frankly, Suggesting That It Might Be Well For 
Theodore to Scrutinize Them More Carefully. 


PETERSBURG, Oct. 15, 1926. 
Y DEAR THEODORE: 

Your mother has just told me 
you had phoned her that you 
would not be home this week- 

end as you had planned, and I am just a 
little bit disappointed. Ever since I got back 
from Clinton I’ve been thinking about some 
of the things that came up at your board 
meeting last week, and I wanted to have a 
heart-to-heart talk with you about them. 

You know you can’t give things the same 
emphasis in a letter that you can in a good 
old-fashioned talk, and what I have on my 
mind now really needs some little empha- 
sizing, and that’s the reason I’m disappointed 
that you’re not coming. 


Call for Smelling Salts 


OU’LL naturally wonder why I didn’t 

have my say while the board was in ses- 
sion, and maybe that would have been best, 
but after calling you down so hard for not 
having the minutes of your last meeting 
written up, I didn’t want to cause you any 
more embarrassment before your directors. 
The chances are that if I had unbosomed 
myself completely, as I probably would have 
done if I’d ever got started, the minutes 
of this last meeting never would have been 
written up. 

The thing that has bothered me more than 
anything else is some of the loans you've 
been making since you went out to Clinton, 
and the one that I’d like to forget is the 
$800 you let Wash Potter have. You know 
I just couldn’t believe my ears when I heard 
you tell the board about that note, and when 
you said he had borrowed the money to pay 
for a pedigreed Jack he’d just bought, and 
that you had taken a chattel mortgage on it, 
I certainly wished for my smelling salts. 

In the first place, you had no business 
making that kind of a loan, especially to a 
fellow like Wash Potter. Now, I’ve known 
Wash for a good many years, in fact he 
drove me all over your county when I went 
out there to organize that bank, and while 
he’s a good enough fellow, as the saying 
goes, everybody knows that he never had 
$800 together at any one time in his whole 
life. All he ever had was a buggy or two 
and a team of ponies, and he never made 
enough in his busiest days to keep them and 
his family well fed at the same time. As 
a matter of fact, he was busted when he 
landed out there, and until he got this $800 
from you, about the most you could say for 
him was that he had succeeded in holding 
his own. There’s nothing but trouble in 
that sort of a loan, and the thing I’m afraid 


of is that you’ve made a purchase instead 
of a loan, and before you get through with 
it you'll find yourself in the breeding busi- 
ness. The demand for mules isn’t as strong 
as it was before the gas tractor got to com- 
peting with them, so if I was in your place 
I would begin making plans to charge this 
note off before a great while. Sooner or 
later you’re going to find yourself, in pos- 
session of the security behind this Potter 
loan, and when you do, for my sake as well 
as your own, don’t let the examiner find 
that jackass in your “Other resources” ac- 
count, for if he does he'll just naturally 
suspect that there was another one of the 
two-legged variety running loose in the bank 
when the loan was made, and I’m not say- 
ing that he wouldn’t be guessing pretty close 
to the truth. 


Watch Chattel Mortgage 
Loans 


HERE are two kinds of chattel mort- 

gage loans, the good ones and the bad 
ones, and if this Potter loan is a fair sample 
of your judgment on them, it looks as though 
you are pretty apt to pick the bad ones. 
The fellow who has nothing but his team 
and wagon to offer as security for a loan 
would in most cases be a whole lot better off 
if he didn’t get it. And the banker who 
makes it would be a whole lot better off, 
too, if it comes to a point where he’s got 
to take the team and wagon in order to pro- 
tect the loan. 

I know a lot of bankers who go pretty 
strong on these small chattel mortgage loans, 
but somehow I just can’t string along with 
them. If a farmer has plenty of corn and 
roughness, and knows his business and wants 
to buy a car or two of feeders, he’ll never 
have any trouble getting the money from 
me. Maybe he’s dairying, selling milk and 
cream, and needs a few more good milch 
cows. If he’s in shape to take care of them, 
you'll find it a pretty safe loan, providing, 
of course, he’s the right kind of a chap 
to begin with. Or maybe he’s boring with 
a bigger auger and wants to summer sev- 
eral hundred head of steers on coarse grass. 
If he’s got a little money of his own to 
put into them, you’re not taking such an 
awful big chance on him, but you want to 
know that he is a good caretaker and un- 
derstands handling cattle. Chattel mortgage 
loans of this kind don’t often give you a 
whole lot of trouble, but when you get to 
making loans on farm implements, thresh- 
ing machines, trucks and tractors, you're 
liable to wake up some day and find your- 
self in the second-hand implement business. 
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Potter’s Loan. 


And when you make a fellow like Wash 
Potter a loan to buy the business end of 
a breeding barn, it’s a pretty sure sign you're 
looking for trouble. 


Small Loans Mount Up 


NOTHER thing I noticed when we were 
going over your loans at the meeting 
was the large number of small loans you'd 
made to some of the fellows who work 
over at the canning factory. I didn’t make 
a list of them, but there must have been 
fifteen or twenty of them all together. Most 
of them were for $50 or such a matter, 
but two or three, as I recall it, were up 
around a hundred or a hundred and fifty. 
Now, I don’t remember ever seeing so 
many of these small notes in the Clinton 
bank before, and when I heard you tell who 
some of the makers were, I couldn’t help 
but wonder if you weren’t starting another 
brand of trouble that would sooner or later 
take your mind off the Wash Potter loan. 
For instance, there was the Howard Tom- 
son note. I think it was for $75, and if 
I’m not mistaken, you said he led the sing- 
ing where you've been attending church, 
and I believe you commented at some length 
on the moral risk too, but I don’t remember 
hearing you say that he had anything in 
particular except his job and a wife and 
seven children. 

You hear a good deal about this “moral 
risk” today, and that part of it is all right, 
in fact I wouldn’t make a loan without it, 
but there’s a mighty sight of difference be- 
tween a man’s willingness, his intention or 
his desire to pay a note and his ability to 
pay it, and after it’s all done and said, it’s 
his ability to pay that you’ve got to count 
on when the time comes to collect the note. 
Now understand, I’m not doubting but what 
Tomson is a good square fellow, honest and 
all that, and wouldn’t think of beating a 
fellow out of a dollar if he could help it, 
but if he’s lived long enough to raise a 
family of seven children and hasn't set 
aside $75 for the “rainy day” that always 
comes along sooner or later, I can’t say 
that I consider him an extra good risk for 
a bank, and my guess is that you would have 
turned him down if you’d been loaning him 
your own money instead of the bank’s. 

Now, you may think this is pretty cold- 
blooded reasoning, and I’m not disputing 1t, 
but if you had been sitting on the lid as 
long as I have and knew the outcome of 
this class of loans as well as I do, you'd 
understand why a lot of us old codgers are 
still wearing long underwear instead of 

(Continued on page 263) 
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AMMERMILL SAFETY PAPER is not only sensitized on 

the surface but a watermark “Hammermill Safety” is put 

in the sheet itself. This gives double protection to the check, 

particularly in case the entire surface design is removed— a not 
uncommon device in fraudulently altering a check. 

Hammermill produces the pulp, makes the pulp into paper 
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Investing the Assets of the Bank 


By E. V. KRICK 


Cashier-Treasurer, Mercantile Trust Company of California, San Francisco 


American Banks in Actual Practice Keep About 65 Per Cent ot 
Deposits in Loans and Investments. Investment of 16.2 Per Cent 
in Bonds Appears Consistent With Sound Banking Opinion. 
Liquidity of Investments Important. Rediscount Privilege Helps. 


HE investment of bank assets or 

the investment of bank funds in 

assets involves the very fundamen- 

tals of banking—the principles gov- 
erning sound banking and the relationship 
of the bank to the community. A perusal of 
state and Federal bank laws and of national 
and Federal bank acts will furnish suffi- 
cient evidence of this in that the major por- 
tion of the text is devoted to laying down 
regulations controlling the investment of 
funds on deposit. 

The judicious and far-seeing banker will 
never lose sight of the relationship a bank 
bears to the community. This relationship 
is not new nor is it confined to any one 
country. 

It is apparent that safety and liquidity 
lay proper claim to the banker’s primary 
consideration. All things being equal, how- 
ever, earnings may become the determining 
factor in making an investment. 

Perhaps this definition: “Sound invest- 
ment is lending surplus funds at a fixed rate 
with sufficient security to insure prompt pay- 
ment of interest and principal” may be used 
as setting forth the banker’s viewpoint. 

In the consideration of this subject, it is 
obvious that the various banking laws, busi- 
ness and economic conditions, preclude find- 
ing any nation-wide uniformity of investing 
or any set formula for investing. 


Segregation of Funds 


HE investment of the funds received 

on deposit very naturally separate them- 
selves into demand and time funds, or into 
commercial or savings deposits. The segre- 
gation of these funds for investment pur- 
poses is something which many of the states 
do not require, yet the distinction between 
the two types is quite marked. 

While demand deposits should not be used 
for capital loans, time or savings funds may 
be used with a certain limited justification 
for commercial purposes. The banker, how- 
ever, has his obligation to the community 
to avoid diverting funds of either character 
to the point that commercial activity or 
permanent improvements will be retarded. 
There is a proper balance to be maintained. 

The field for investmgnt of deposits is 
really limited to the general classifications 
of cash, due from banks, exchanges, bonds, 
loans and discounts. The investments in 
these groups represent the sources of liquid- 
ity and should be the only accounts to which 
depositors’ funds are diverted. 

The banker has his obligations to meet. 
On the one hand he has the responsibility 


Sound Banking 


HE average bank under 

normal conditions would 
show a proper position, ac- 
cording to the author, if its 
investments of depositors’ 
funds stood: Cash,due from 
banks, exchanges, United 
States government securi- 
ties, 25 per cent; other 
bonds 10 per cent and loans 
and discounts 65 per cent. 
It is assumed, of course, 
that the loans and discounts 
are liquid. In actual prac- 
tice, the chartered banks of 
this country do not depart 
very much from these fig- 
ures although each bank is 
governed by its own re- 
quirements. 


of promoting commerce and trade and the 
interests of the community generally, and 
on the other, that of preserving liquidity to 
the point that he himself is in a position to 
repay his depositors. The latter responsi- 
bility is paramount. In investing the bank’s 
funds, the question very naturally arises as 
to what constitutes a proper proportion of 
investments in the various outlets permitted 
to banks. 

An attempt has been made to obtain sta- 
tistics and opinions to give a crosscut of 
national actual experiences regarding per- 
centages of demand and time deposits that 
are carried in the various types of invest- 
ments. Due to the fact that few laws call 
for a segregation of demand and time money 
as to investments, the facts obtained for 
segregated departments are quite limited. 
Ninety questionnaires were sent out, spot- 
ting the country, resulting in fifty-seven an- 
swers. Only five answers contained sta- 
tistics on savings or time deposits. 

The following tabulation covers savings 
deposits of five banks, with total deposits 
of $370,071,865, where investments of time 
funds are required to be kept segregated : 
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Amount 

invested 
Cash and due from banks..$ 56,873,172 
Real estate loans 165,542,674 
Secured loans 62,991,773 
United States government 

30,047,043 8.12 


securities 
54,617,203 14.76 
$370,071,865 


Per cent of 
deposits 
15.37 
44.73 
17.02 


Total 100.00 


This information is so meager that it is 
not of particular value except as an indi- 
cation of actual practice. In searching for 
information I was able to find a set-up that 
is being used as an ideal for a savings bank. 

The percentages are averages worked out 
from figures selected in May, 1925, from 
statements of twenty-five savings institutions 
or departments in the states of New York 
and California: 


*Bonds 
Real estate loans 
Secured loans 


*Apfroximately one-half of this account should 
be composed of United States government securities 

Because of the fact that the majority of 
banks throughout the country are not re- 
quired to segregate investments for time and 
demand deposits, the most comprehensive 
statistics obtained are for combined deposits. 


Big City Bank Investments 
QUESTIONNAIRE was sent out to 


fifty-seven banks in central reserve’ and 
reserve cities. Six banks in central reserve 
cities reported that they had total deposits 
of $2,789,259,220. The distribution was: 


Amount Per cent 


Cash and sight exchange..$ 794,583,058 28.49 
Loans and discounts 1,804,540,790 64.69 
111,096,254 3.99 
79,035,108 2.83 


$2,789,259,220 100.00 


Statements of condition for fifty-one 
reserve city banks in nine Federal Reserve 
districts, combined with the six banks in 
central reserve cities, reveal this distribution: 


Other stocks and bonds... 


Total deposits 


Amount Per cent 


Cash and sight exchange. .$2,190,974.446 26.60 
Loans and discounts 5,328,028,356 64.59 
U. S. Govt. securities.... 406,748,689 4.99 
Other stocks and bonds... 308,787,144 3.75 


Total deposits $8,234,538,635 100.00 


The large number of banks included and 
the various communities represented conceal 
or destroy what a more detailed classifica- 
tion might present. The requirements of 
central reserve cities, industrial centers, 
agricultural districts, have a wide variance 
and are not comparable. What would be 
proper percentages for one would contain 
hazards for another. Seasonal demand 1s 


WEEN 
As 
| 
f\ 
(A) 
th) 
307 
S Due from banks ............ 3.45 
89 
— 
— 100.00 
| | 
YJ 
\s 


October, 1926 AMERICAN BANKERS ASSOCIATION JOURNAL 


AGAIN—SAFEGUARD LEADS! 


750 SAFEGUARD CHECK WRITERS 
SOLD TO ONE BANK 


Largest Single Order Ever Placed 
In The Check Writer Industry 


After careful competitive tests, The Societé 
Generale Francaise, of Paris, France, se- 
lected for use in all of their branches the 
machine that not only protects the amount 
but safeguards the payee name. 


4 Bid al 
14 per cent Higher on- the wee 
19.15 per cent 


AMERICAN CHECK PROTECTORS 
What is probubly the largest single 
order for machines designed to pre- 
‘} vent the raising of bank checks was 
placed several weeks ago by one of the 
French agents of the American made 
“Safe-Guard Check Protector.” The 
total figure involved in the sale’ is 
close to a million francs and the 300 
branches of the bank will soon he 
Leading American Banks and business 
pt The bank's decision to thus equip ; 
ion | its branches is part of the general pro- houses use the SAFEGUARD CHECK 
i paganda now ysoing on in -France in | 


‘favor of imeréasing the use of checks | WRITER because of the full protection 
in order to aid in reducing the nore | 
virentation™ tt gives their checks. These organiza- 
tions buy on merit alone—will you do 
the same? 


GENERAL MOTORS IN ENGLAND. { 
LONDON: Aug. 28.--General Molors. 
the Americun automobile combine huk | 


ld 


Law recognizes the written amount as govern- 
ing the check. Safeguard writes the amount 
in words following the approved legal methods. 


For full details address 


Safe-Guard Check Writer Company 


3-5 Beekman Street New York City 


When writing to advertisers please mention the American Bankers Association Journal 
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another factor that may alter the figures 
from time to time. The final analysis, of 
course, is that of the individual bank, and 
it is governed by its own requirements. 
From the figures cited, however, there may 
be deduced facts that may become a help- 
ful guide to a banker in determining his 
own investment policy. 

The test period of the banker comes so 
seldom, and the stability of the Federal Re- 
serve System is such that there is danger 
that the banker’s policy of investment may 
be influenced by demands for loans rather 
than by responsibility to repay the de- 
positors. 

While the great majority of bankers with 
whom I communicated appeared reticent 
about expressing themselves as to ratios, 
some opinions have been gathered from them 
and from other sources. These facts may 
in a way confirm the figures reflecting actual 
experience. 


How Funds Are Invested 


HE status of the 8000 Federal Reserve 

member banks at the close of business 
on April 12, 1926, as reflected in the con- 
solidated returns combining investments of 
demand and time deposits, shows that 51.83 
per cent of the total deposits were demand 
and 30.83 per cent were on time. Loans 
and discounts constituted 66.99 per cent of 
the total deposits, while investments in se- 
curities amounted to 34.82 per cent. Cash 
and sight exchange represented 17.79 per 
cent. Thus the excess applicable to capital 
funds was 19.60 per cent, while the deposi- 
tors’ funds invested in the bond account 
amounted to 15.22 per cent. 

The detailed figures for 363 banks in 
reserve cities and the corresponding figures 
for 7601 country banks are given below: 


Due to Federal Reserve Banks............... $ 
Due to National 
Due to other banks 

Certified checks outstanding 

Cashiers checks outstanding 

Demand deposits 
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order that disposition of 100 per cent of the 
deposits might be shown. This idea was 
based upon the reasoning that the average 
banker, when he has and expects a supply 
of idle funds for a long period, will be in- 
clined to go into the bond market or short- 
term security market to utilize a part of the 
funds. 


Reserve System Brings Reduc- 
tion in Bonds Carried 


HE rediscount privilege afforded by the 

Federal Reserve System has a very di- 
rect bearing on liquid funds, as its success- 
ful operation has made possible the reduc- 
tion of necessary cash and bonds to be car- 
ried. It will be recalled that Federal Re- 
serve legal requirements originally stood at: 


Central Reserve cities.... 
Reserve 
Others 


as against the present: 

Demand Time 

Central Reserve cities... . 1 3 

Reserve 3 

Others 3 
As an indication of how this rediscount 
privilege has changed banking practices, it 
was shown before the American Academy 
of Political and Social Science in 1907 that 
all chartered banks in the United States had 
16.94 per cent of their deposits in bonds, 
exclusive of United States government 
issues. Questionnaires sent out to bankers 
in all parts of the country developed the 
opinion that 22 per cent of the deposits 
should be devoted to a bond reserve. Bank- 
ers in the New England states recommend 
26 per cent, while those in the eastern states 

recommend 29 per cent. 

The percentages in comparison with actual 
present holdings in securities of 8000 banks, 


Reserve City Banks 
(In $1,000) (Percentage) 
15 


501,975 7.85 


Country Banks 
7601 Banks 

(In $1,000) (Percentage) 
$ 26,158 28 
99,924 
269,955 
14,598 
46,696 
4,568,808 
4,370,535 


363 Banks 
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Per cent that bond «accounts 
bear to deposits (1. S, 
Number of Government securities 
banks not included ; 

380 18.39 
737 18.34 
673 25.10 
22.90 
10.54 
10.72 
13.04 
15.16 
16.78 
10.87 
4.82 
12.62 


District 


Cleveland 

Richmond 

Atlanta 

Chicago 

St. Louis 
Minneapolis 

Kansas City 

Dallas 

San Francisco... 564 


In the aggregate, of 8000 banks with over 
twenty billions in deposits, 16.20 per cent of 
th's was invested in bonds. 

It should be noted that 10 per cent (plus) 
of actual depositors’ money is invested in 
bonds and 6 per cent (plus) of the hanks’ 
capital makes up the balance of the 16.20 
per cent. 

The percentage drop in requirements for 
legal reserves, as compared to the percent- 
age drop in investments in bonds, is quite 
consistent for the country as a whole. The 
average drop in the legal reserves required 
was approximately 30 per cent. The average 
percentage of bond investments (U. S. gov- 
ernment securities excluded) recommended 
before the Federal Act came into being was 
22 per cent. The actual average figures of 
8000 banks on April 12 was 16.20 per cent, 
or a drop of 26 per cent plus. 

The fact that the percentage drop in the 
amounts invested in bonds is nearly the 
equivalent of the drop in legal reserve re- 
quirement would seem to argue that the 
16.20 per cent is approximately the proper 
figure consistent with sound banking opin- 
ion. 

The liquidity of investments of time de- 
posits may not be of as pressing importance 
as that of demand deposits, but the question 
most certainly is of sufficient importance to 
engage serious consideration of those bank- 
ers controlling the investments of savings. 
This is true not only from the standpoint 
of liquidtty, but from that of community 
building. Inasmuch as the major portion 
of savings deposits (those of strictly savings 
banks) is invested in real estate loans, a pro- 


gram of orderly liquidation seems advisable 
so that in the absence of heavy withdrawals 
funds may be regularly available for build- 
ing development, particularly home build- 
5 ing. Such statistics as I was able to obtain 
1 indicate that investment of such funds in 
real estate loans should range not to exceed 
from 60 per cent to 70 per cent of deposits. 
The ideas as to liquidation of these loans 
vary considerably. 

A turnover of real estate loans once in 
five years seems to be a satisfactory con- 
dition. 


65 Per Cent in Loans and 
Discounts 


1,452,846 
148,430 
6,396,853 
91,191 
425,004 
362,110 
205,837 


Time deposits 

United States Government deposits.......... 47,237 
9,443,911 100.00 
237,788 2 
478,490 


Total deposits 
Cash in vaults 
Reserve with Federal Reserve Banks.......... 
Due from National Banks................... 
Due from other 


2.5 

5.0 
637,459 6.7 
143,302 1.5 


Total cash 1,084,142 
Transit Items: 

With Federal Reserve Banks for coll 

Exchange for Clearing House 

Checks on banks same place 

Outside checks and other items.. 

Redemption fund due from U. S. 


283,393 


23,806 

183,397 

1.680.436 

6,312,720 

7,382 

78,450 6,247 


4,301,660 6,326,349 


Government. 


Total transit 

Total cash 
Loans and discounts including rediscounts.... 
Overdrafts 
Customers liability account acceptances........ 


Total loans and discounts, etc 
HE liquidity, of the commercial bank 
rests almost entirely on the condition of 

loans and discounts. This is predicated, of 

course, on the supposition that reasonable 
percentages are carried in actual reserves 
or actually liquid secondary reserves. 
While the results of this study cannot be 
refined or condensed to the point of pro- 
ducing a formula to be used in an irrespec- 
tive manner, the deduction can be made that 
the average bank under normal conditions 
(Continued on page 263) 


811,373 


Other bonds, stocks and securities............ 716,385 


securities 927,75 23. 
(RED) 16.1% 
7.76 


Total 
Excess applicable to capital funds...... (RED) 
Depositors funds invested in bond account.... 


NON! 


497,303 


$9,443,911 


as shown below, give evidence of a feeling 
of security and liquidity that bankers of 
twenty years ago apparently did not share. 


In compiling these tables the bond account 
was arbitrarily selected as the cushion ac- 
count to absorb the excess deposit funds in 


Boston ...... 
New York .. 
Philadelphia. 
l 
a 
A q 
y 
p 
Demand Time 
18 5 
15 5 
12 5 
781,587 12.22 
17,496 .28 
56,567 .88 
3,428,325 53.60 
5.66 
3.21 
16.95 1,197.03: 15.8 
4.43 80,372 8 
2.79 36,514 
.23 24,178 
.47 18,527 2 
» 5 1.9 
1,5 17.7 
4,2 66.85 
‘ .08 
.06 
U 
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Descriptive book- 
lets and prices are 
available upon re- 
quest. Let us help 
you work out your 
protection plans. 
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CENTRAL UNION SAFE 


OF NEW Yor 


DEPOSIT oo 
K 


The principal In- 
surance Companies 
in the United States 
have indorsed 
BOVITE Bullet 
Proof Bodies and 
BOVITE metal. 


This car, constructed of BOVITE Bullet Proof metal, is owned and oper- 
ated by one of the largest Safe Deposit Companies in New York City. 
Many other Banks, Safe Deposit and Industrial Companies own and 
operate Armored Bodies made of BOVITE metal. BOVITE Armored 
Bodies weigh approximately half as much as bodies armored with ordi- 
nary bullet proof steel. This admittedly doubles the life of the chassis 


and allows the full maximum pay load which the purchaser expects. 


Price $1995.00 f.o.b. New York 


For information regarding BOVITE Armored Bodies, 
with approved crime prevention equipment, which can 
be built upon any make chassis, communicate with us. 


The BOVITE Bullet Proof Vest, 
same as in photograph, recently 
saved the lives of Sgt. Charles W. 
Miller of Boston and William 
Vincent of East St. Louis. These 
vests are used to protect bank mes- 
sengers, guards and watchmen. 


Autcmotive Dealers and Body Builders please communicate 
with us regarding BOVITE Bullet Proof metal requirements. 


AMERICAN ARMOR CORPORATION 


33 W. 34th Street 


BULLET“PROOF 


TRADE MARK 


When writing to advertisers please mention the American Bankers Association Journal 


New York, N. Y. 
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Federal Warehouse Receipts 


By C. B. SHERMAN 


U. S. Department of Agriculture 


What the Department Has Done Through This Instrument to 
Help the Farmer Realize on Crops and To Make It Possible for 
Bankers to More Readily Aid Agriculture. 
Comparable to Bank Examinations, Made Four Times a Year. 


N framing the U. S. warehouse act, it 

was the intent of Congress so to word 

the legislation that out of it should 

come a warehouse receipt that should 
be acceptable generally to bankers as se- 
curity for loans. That was the outstanding 
purpose in framing the law and it is the 
outstanding purpose in administering it in 
a practical way today. 

As a result, we have largely passed from 
the stage where a farmer offered to his 
banker a slip of paper receipting merely for 
“one bale of cotton stored” to the stage 
where a farmer in asking for a loan offers 
a warehouse receipt that gives on its face 
a true and complete story as to what is back 
of it in the way of security—a definite 
specific contract between the depositor and 
the warehouseman both with respect to the 
depositor and the care of his product. 

The U. S. warehouse act is a permis- 
sive statute, not mandatory, but the law 
gives to the Secretary of Agriculture the 
authority to say who may or may not oper- 
ate under the law. It authorizes the Secre- 
tary to license a public warehouseman and 
to make certain regulations under which 
such licensed warehouses must operate. 

The Secretary of Agriculture licenses 
warehouses only after a thorough investiga- 
tion to determine whether the warehouse- 
man is competent, that he knows how to 
care for the product in question, that he is 
honest in his business relations, that he is 
financially responsible, and that he has men 
at the warehouse who know how to care for 
the product. 


The Meaning of the Receipt 


HE thing that gives the Federal ware- 

house receipt life is the fact that not 
only are these warehousemen investigated 
carefully before they are licensed, but after- 
ward they are under constant supervision 
on the part of the government in somewhat 
the same way that the national banks are 
subject to supervision by the national bank 
examiners. Every warehouse is subject to 
four examinations each year, at irregular 
intervals, by men who operate directly 
through the Secretary of Agriculture. 

Investigators often find unsound and 
questionable practices when making their 
first examinations. To the invariable de- 
fense that they are trade practices, the in- 
vestigators find that the best response is 
“Yes, but how much credit can you get on 
your receipts?” As a general proposition, 
the average warehouse receipt has no stand- 
ing for loan purposes outside of a very 
restricted. circle. 


In the financial statement of one ware- 
house that applied for a license, there ap- 
peared in the assets an item for property 
valued at $500,000, and among the liabilities 
was a note for $250,000 secured by the 
property. Close questioning regarding this 
statement, filed under affidavit, brought out 
the fact that the corporation not only did 
not have title to the property valued at 
$500,000, but really had no claim on it. 

For the last year, all licensed cotton ware- 
housemen have been obliged to have their 
receipts printed on especially prepared and 
protected paper, which can be secured only 
through one printer who is under contract 
and bond with the Department of Agricul- 
ture. The manufacturer of the paper is 
also under contract and bond. Probably 
no system can be devised which will abso- 
lutely eliminate the possibility of a fraudu- 
lent issuance of receipts, but the precautions 
taken by the Department aré believed to con- 
stitute the most advanced steps yet taken. 
These precautions are now being extended 
to cover all receipts issued by licensed ware- 
housemen, regardless of commodity. 

Under some of the warehouse laws of the 
states, a warehouseman is permitted, if his 
warehouse becomes filled, to ship the pro- 
ducts on to another warehouse while the 
receipts are outstanding. _Some time ago, 
in doing a piece of work for the War Fi- 
nance Corporation in Montana and North 
Dakota, warehouse receipts were found out- 
standing which were supposed to have been 
covered by grain in warehouses, but the 
grain had been moved on to Duluth, per- 
haps even on shipboard, while the bank 
was still holding the warehouse receipts. 

Any number of similar illustrations could 
be cited. Recently a bank was reported to 
be obliged to write off $2,500,000 because 
of bad warehouse receipts. So far, under 
the warehouse act, th-re has not been a loss. 
Recently in addressin,; the warehouse work- 
ers in his Department assembled in Wash- 
ington, the Secretary of Agriculture con- 
cluded with the admonition: “I charge you 
on behalf of the American farmer to main- 
tain the integrity of the warehouse receipt.” 


Receipts Generally Acceptable 


HE work under the warehouse act has 

now reached a point where the receipts 
of Texas or California warehousemen are 
as acceptable in St. Louis or New York 
as they are in California or Texas because 
of the sound administration back of the 
act. The aim is to grant favors to none, 
to give everybody a square deal, to use 
every practical precaution, and thus to ac- 
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Examinations, 


complish the outstanding purpose of the 
act: The development of a warehouse re- 
ceipt which will be generally acceptable to 
bankers as security for loans. 

An official of one of the leading banks 
in New, York City, that deals extensively 
in warehouse receipts, in speaking of the 
work under the warehouse act, wrote: “The 
necessity for making a receipt good in 
any money market explains the extreme care 
with which this system is being extended. 
The right kind of a receipt will open money 
markets everywhere; the wrong kind of a 
receipt will not open a market anywhere. 
Precautions have been taken against all 
the practices that sometimes have made a 
scandal of the warehouse receipt, and li- 
censes are issued only to competent persons 
of some financial responsibility who are 
engaged in public warehousing.” 

The first really effective entrance of the 
Federal warehouse receipt into banking 
channels as a credit instrument occurred in 
1921, although, of course, progress had been 
made under the act previous to that time. 
In July of that well-remembered year in 
agriculture, thé first of the large cooperative 
marketing organizations went to the newly 
revived War Finance Corporation to ar- 
range for a loan. As security it offered 
Federal warehouse receipts. On the strength 
of these receipts its application for $7,000,- 
000 was granted. A few weeks later an- 
other cooperative organization, on the same 
kind of security, was loaned $30,000,000. The 
Federal warehouse act had proved its value. 

For two years the Federal Reserve Bank 
of St. Louis has operated under the policy 
that neither it nor its branches will accept 
warehouse receipts for agricultural prod- 
ucts as collateral unless such receipts are 
issued by warehousemen licensed under the 
U. S. warehouse act. 

The combined licensed storage capacity 
for the various products in March, which 
is not a large storage month, was: 
Commodity Capacity 


Cotton 2,409,696 b/c 
Grai 34,052,969 bus. 
Tobacco 654,799,500 Ibs. 
Peanuts 24,041 tons 
Broomcorn 1,000 bales 
Beans 144,862 cwt. 
Potatoes 160,611 cwt. 
Sirup 275,660 gals. 
1,000 cwt. 


These figures give some idea of the ex- 
tent to which products are being stored 
under Federal license, but they do not tell 
the whole story by any means. Even fig- 
ures for the peak of the year do not. The 
number of bales of cotton stored in Fed- 

(Continued on page 251) 
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The Model 23 


REMINGTON 


Savings Account Posting 
Machine 


furnishes automatic mechanical proof: 


1. That the teller has entered all 
balances correctly in the pass 
books. 

. That all postings have been 
made to the correct accounts. 

. That all previous balances have 
been picked up correctly. 

. That all withdrawals have been 
posted correctly. 

. That all deposits have been 
posted correctly. 

. That no postings have been 
omitted or duplicated. 

. That all new balances have 
been entered correctly. 

. That all interest has been cred- 
ited properly in the pass books. 


All these proofs are secured without ad- 
ditional effort or attention on the part 
of the operator. 
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The latest - 


most complete- 
most accurate 


method of 
POSTING 


SAVINGS 
ACCOUNTS 


savings banks and 
banks everywhere with 
savings departments will be 
interested in this new plan 
for posting savings accounts, 
for it constitutes the latest 
word in bookkeeping econ- 
omy and efficiency—equally 
applicable to any forms and 
any system. 

Send to us for our new il- 
lustrated brochure which 
shows you how completely 
the Remington Savings Ac- 
count Posting Machine covers 


every requirement, how it 
completes the work in every 
detail, how it furnishes accu- 
racy checks that are absolute, 
and how it obtains these re- 
sults automatically as the 
entries are made—the ma- 
chine itself performing every 
necessary computation. 


Savings Account Posting 
is only one of the many ap- 
plications of the Remington 
Bank Bookkeeping Machine. 
It is equally efficient for gen- 
eral ledger posting, transit 
letter writing, and a long 
range of bank accounting 
uses. And in every case it is 
incomparable for its time and 
cost saving service. If it’s 
bank accounting, it can be 
done best on the Remington. 


REMINGTON TYPEWRITER COMPANY 


Bank Machine Department 


374 Broadway, New York Branches Everywhere 


BANK BOOKKEEPING 


When writing to advertisers please mention the American Bankers Association Journal 
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Europe, Saving More,Grows Poorer 


By W. ESPEY ALBIG 


Currency Debacles Have Not Changed Thrifty Habits ot the 
Europeans. Number of SaversGrows. Savings in Their Money 
Units Are Larger But Total in Gold Is Less Than at Start of 
War. Have Gone on Basis That Currencies Would Come Back. 


HE thriftiness of Europeans, cele- 
brated for many years, has not 
changed as a result of the World 

, War and the subsequent drop in the 
value of the franc, the lira, the mark, and 
the pound. 

One would not know from reading the 
reports of savings banks in Belgium, 
France, Great Britain and Italy, since the 
close of the World War, that the curren- 
cies of these countries had suffered in terms 
of international exchange and that some of 
them were not yet on the same exchange 
basis as before the war. Savings bank 
reports would indicate that the customers of 
these banks do not rapidly change their 
habits of saving. 

It might be expected that in the face of 
a persistent decline in the exchange value 
of any country’s unit of currency, savings 
depositors would withdraw their funds from 
the banks and invest them in tangible prop- 
erty. In fact wide circulation has been 
given to stories which indicated that some 
nationals, disturbed by the drop in exchange, 
withdrew their savings for a spending orgy. 
It is extremely doubtful if these stories 
have much basis in fact as far as the sav- 
ings bank depositors are concerned. An 
examination of the totals of deposits in the 
savings banks in each country mentioned 
reveals a steady growth in deposits since 
the close of thé World War, when ex- 
pressed in terms of the monetary units of 
the countries studied. 

Americans have become accustomed to 
seeing frequently a quotation of European 
money in terms. of gold and, as a result, 
are inclined to think that the Europeans 
regard their money in terms of gold rela- 
tionship. 


Disquieting in Gold 


HE growth of deposits in savings banks 

in Belgium, France and Italy has been 
disappointingly slow when one casts the total 
up in gold. The persistent decline in ex- 
change has prevented savings in these coun- 
tries from reaching, on a gold basis, the 
mark recorded at the outbreak of the World 
War. However, their savings deposits in 
terms of their own currency units show 
a healthy growth and reflect to some de- 
gree the increased volume of earnings. 

It must he borne in mind that the price 
index based on gold has not-risen as far 
in some European countries as it has in 
the United States. As'a result, some of 
the inhabitants of these countries have not 
felt the full force of the drastic fall of 
the exchange rate. Irrespective of the ex- 
change rate, deposits in savings banks have 


increased, as has the number of depositors. 
Lack of authoritative information as_ to 
the growth of population makes it impos- 
sible to determine whether the increase in 
the number of savings depositors is keep- 
ing pace with the growth in population. 

Without entering into a discussion of the 
character and the varying services fur- 
nished by the savings institutions in each 
country it should be noted that in Great 
Britain small savings are deposited, for the 
most part, in the trustee savings banks and 
in the Post Office Savings Bank, in France 
in the postal (Caisse Nationale d’Epargne) 
and so called “private” or “ordinary” sav- 
ings banks, in Italy in the postal and “or- 
dinary” savings banks, in Belgium in the 
Caisse d’Epargne et de Retraites, the Bel- 
gian official savings bank, and in Germany 
in the Sparkassen or savings banks. This 
article is a discussion of the situation as 
revealed by deposits in these banks and 
does not consider the time deposits in com- 
mercial banks. 


More Savers In Britain 


N Great Britain the number of de- 

positors in trustee savings banks in- 
creased from 1,918,000 in 1914 to 2,341,000 
at the close of 1925, and no year appears 
to have registered a loss in comparison with 
the year preceding. Postal savings depos- 
itors, which numbered 13,500,000 at the 
close of 1914 had increased to almost 
18,500,000 at the close of 1923. 

The trustee savings banks showed de- 
posits in 1914 of 53,500,000 pounds, in round 
numbers: as of 1916 this had increased to 
55,000,000 pounds. The drive for money 
with which to finance the war reduced this 
in 1917 to about 53,500,000 pounds, by 1920 it 
was approximately 75,000,000 pounds, in 1923 
80,000,000, in 1924 82,000,000, and in 1925 
83,000,000 pounds. All this seems to indi- 
cate that the English people, during the 
war and following the war, despite the un- 
favorable change at times, thought only in 
terms of their own currency and deposited 
money in the savings banks in accordance 
with their previous practice without re- 
gard to the prevailing rate of exchange in 
terms of gold, or the purchasing power ot 
the amount of money which they deposited. 

Deposits in the Post Office Savings Bank 
indicate a similar trend. If the sums for 
these years were converted into terms of 
American money at the current rate of ex- 
change, it would ¢éndicate a decreased 
amount of deposits in times of low ex- 
change, which, of .course, is contrary to 
fact and the concepticn of the English peo- 
ple themselves. 
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Happily, in international exchange the 
pound has regained the position it occupied 
before the war, which makes a study of 
savings deposits during the years when ex- 
change was below normal more or less 
academic, since the deposits made at the 
time of lower exchange, if allowed to re- 
main, now enjoy the pound’s normal value. 


The Italian Saves 


N Italy, the lira has not yet returned 

to its pre-war level. Here there was 
a gradual decrease in the value of the lira, 
insofar as the exchange rate is concerned, 
from 1914 to 1918, and a slowly increasing 
amount in deposit in the ordinary savings 
banks. At the close of 1914 these deposits 
amounted to 2,500,000,000 lira, which in 
1917 had increased to about 3,500,000,000. 
At the close of 1922 when the lira was 
quoted at $.0509, savings deposits in the 
ordinary savings banks had increased to 
9,250,000,000 lira. One year later it was 
slightly in excess of 10,500,000,000 and on 
January 31, 1926, it was in excess of 
11,000,000,000 lira. The growth of the de- 
posits in the Italian Postal Savings Banks 
is similar. 

Converting these deposits into dollars 
shows, of course, less money in the ordi- 
nary savings banks of Italy now than in 
1913. The average Italian savings de- 
positor, however, continues on, using the 
savings banks for his money, and regards 
the present situation as an abnormal one, 
which in time he thinks is bound to be cor- 
rected. 

It appears that the nationals of Euro- 
pean countries, living in the United States, 
have shared the belief of their fellows over- 
seas that the unstable currencies would 
eventually come back. Whenever the dol- 
lars they earned here would buy more lira, 
francs or pounds, there have been increased 
purchases of these currencies for remit- 
tance to their home countries. 


A Blasted Idea 


RANCE has been pointed out as a coun- 
try in which the savings bank depositor 
took a leaf from the book of experience 
of his German neighbor and decided to save 
his savings by spending them. There is 
scant testimony in support of this belief. 
At the close of 1914 approximately 
4,000,000,000 francs were deposited in the 
private savings banks of France by 
8,600,000 depositors. At the close of 1920, 
by which time the franc was rated at about 
$.06, the deposits in the private savings 
(Continued on page 254) 
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New Records in School Savings 


N impressive gain was made by the 
school savings movement during 
the past scholastic year, when the 
number of savers was enlarged 

by the addition of more than a half million 
students, and the bank balance grew to the 
new high total of $31,984,052. In all, there 
were 3,403,746 who participated in school 
savings, and the net savings recorded dur- 
ing the year 1925-26 was the highest yet 
established, according to the reports of the 
Savings Bank Division of the American 
Bankers Association. While the system has 
not yet been adopted by all of the states, 
it is shown that public schools in forty-one 
states and the District of Columbia have in- 
stalled it as a practical means of educating 
the youth of America of the value of thrift. 

The statistics reveal that the number of 
pupils participating has increased much more 
rapidly than the enrollment, so that it may 
be said that school savings is making defi- 
nite headway throughout the country. While 
the question has been raised as to whether 
or not school savings enter into a gradual 
decline when the wave of installation passes, 
the figures show that there has been a steady 
increase in the several hundred districts 


which have had school savings for two or 
more years. 


CHOOL savings is developing greater 
popularity among the pupils as they 
come to a better understanding of it, ac- 
cording to W. Espey Albig, deputy man- 
ager, Savings Bank Division. “This growth 
indicates, too, better organized instruction in 
the schools on the value of thrift, of which 
school savings is a by-product,” he says. 
‘During the year noticeable progress has 
been made in comprehensive outlines for 
teaching thrift in the public schools. 
“Depository banks, with propriety, may 
insist that, since their contribution tg the 
success of school savings is without financial 
remuneration to them, it must not be labor 
and money wasted, and that the responsible 
school authorities shall set up definite in- 
struction in thrift to the end that children 
shall have some knowledge of the compara- 
tive values when the school years are, for 
them, at an end. A system of school sav- 
ings which does not consciously encourage 
regularity of deposits, and make unneces- 
sary withdrawals difficult, falls short of its 
true mission.” 


“Further improvement in the school say- 
ings system lies ahead at no great dis- 
tance, since at the present time general 
agreement is lacking among school au- 
thorities and depository banks as to the 
part the pupil may take in the mechanical 
processes incident to the actual depositing 
of the money received on “bank day.” An- 
other matter which is thought to need clari- 
fication is the content of the thrift instruc- 
tion and its proper arrangements in the 
course of study. 


EW high totals in all features of school 

savings are shown by the statistical re- 
port as of last June 30, covering the conti- 
nental United States. The number of sys- 
tems reporting school savings increased dur- 
ing the year from 760, embracing 1557 dis- 
tricts, to 872, which embraces 1818 districts. 
The number of schools increased from 10,- 
163 to 11,371; the number of: pupils enrolled 
in schools having systems from 3,848,632 to 
4,319,741; the participants in school savings 
from 2,869,497 to 3,403,746; the deposits 
from $16,961,560.72 to $20,469,960.88; net 
savings from $7,779,922.55 to $8,770,731.05; 
and bank balances from $25,913,531.15 to 
$31,984,052.63. 


School Savings By States for 1925-26 


NEW RK 
NA 
OREGO 


TOTALS—UNITED STATES 


1925-1926 
1923-1924 


Number 
Enrolled Number Deposits 
i Participating 
$37 , 362.40 
09.14 
1,022, "380.89 
5,216.60 
683,122.69 
202,998.48 
46,795.04 
107,515.30 
199,140.94 
817.22 
1,153,317.00 
607 , 851.64 
391,810.30 
90,691.79 
228,138.09 
74,124.22 
53,451.15 
122,832.01 
1,302 ,569.21 
781,029.46 
616,710.01 
21,974.28 
271,987.97 
9,417.07 
224,851.10 
4,200.32 
1,253,588.96 
2,847 , 332.68 
43,258.63 
1,463 ,537.48 
63,812.09 
184,119.30 
3,555,582.78 
858,565.99 
9,546.76 
159,486.07 
17,696.56 
8,707.62 
202,385.48 
793,762.97 
167,450.23 
572,412.96 


134,184 
547,149 
17,265 
220/101 
13,615 
41,238 
493,820 
82,590 
3,043 
26,149 
4,987 
2,351 
32,408 
113,658 
29,195 
189,581 
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Bank Balance 
as 
June 30, 1926 


$29,054. 5: 
,679. 
3,813,297. 
39,570. 
1,283,866. 
254.565. 
46,795. 
79,056. 
266,476. 
562 


1,472,161. 
752,438. 
607,471 

91,129. 
319,568. 
126,622. 
105,460. 
161,090. 
1,970,623. 
1,181,258. 
976,537. 
19,526. 
294,545. 
7,787. 
353,070. 
12,210. 
1,689,713. 
3,750,555. 

44,845. 

1,986,615. 
588 825 
158,491. 

5,616,533. 

1,299,801. 

9,496. 
216,299. 

19,824.83 

20,174.36 
214/725.04 

1,044,078. 21 
266,693.00 
785,951.53 


— 


Interest 
Credited 


14,072. 171,216. 


4,319,741 3,403,746 | $20,469,960.88 


3,403,746 
2,869,497 
2,236,326 
1,907,851 
1,295,607 

802,906 

462,651 


$20, 469,960.88 
16,961 ,560.72 
14,991 ,535.40 
10, 631,838.69 

5,775,122.32 
4,158,050.15 


1,015, 653 2,800, 301.18 
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$622,994. $8,770,731. $31, 984,052.63 


$31, 984,052.63 
25,913,531.15 
20,435, 144.64 
11,807, 085.59 

6,479, 286.99 
5,185, 280.93 
4, 200,872.32 


$622 ,994.: 
458,072. 
310,865. 
184,645. 


$8,770,731. 
7,779,992. 
8,556,991. 


Numb 
Schools 

= 32 $198.13 $18,628.45 

ARKANSAS. 101.18 1658.47 

1,765 108,519.96 631,255.09 

CONNECTICUT. 482 440,035.56 

CONNECT 6.44 $40,035.56 

DELAWARE....................... 44 6,099. 76, 662.29 

DISTRICT OF s4 | 46,795.04 
2 338-63 54,724.12 

512 | 26,606.91 | 342,883 91 

314 | 12,480.72 236,423.18 

233 | | 652.02 117,680.28 

KANSAS 54 | 1,805.49 28,036.17 

LOUISIANA........... 86 1454.97 12,682.54 

133 | 1,712.18 50,024.77 

MARYLAND... 87 1,964.52 90;900.73 

IUSETTS.... | 967 19'389.09 830.591 .49 

MICHIGAN 426 21,348.74 273,257.97 

490 8,185.93 382,785.04 

9 11,816.64 

17 598.13 1,028.94 

NEW HAMPSHIRE. 400.18 

NEW JERSEY... 442 39 , 602.06 559,852.58 

1,058 38,210.73 1,784,346.74 

40 854.63 17/363 .63 

601 48,332.61 520,998.92 

IN! 1,544 126,661.16 888 860. 

RHODE ISLAND. 307 34,039.74 218,460.11 

SOUTH CAROLINA... 16 0988-7 

53 3,799.84 46,125.35 

VIRGINIA. 97 5,421.78 31,953.54 

246 33,732.70 368,803.03 

WEST 121 21 

11,371 | | 
: 
| 

11,371 | 4,319,741 8 05 

10/163 3,848 632 1 55 

9/080 3/095,012 1 27 

6,868 3,061,053 

4,785 2241, 706 cds 

rh 
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The Condition of Business 


Business Profits for 1926 Will Set New High Records, as 65 
Per Cent of 250 Corporations Show Larger Earnings Than 


Last Year. 


Some Industries Do Not Fare As Well. 


September 


Brings Expected Expansion in Trade. Money Rates Work Higher. 


ITH reports of profits from 

some 250 leading corporations 

available showing their earn- 

ings for the first half of 1926, 
it is clearly indicated that the business profits 
of the present year will set a new high rec- 
ord. The aggregate earnings of this large 
group are $568,000,000, compared with $470,- 
000,000 for 1925—a gain of 21 per cent. In 
discussing the condition of business in the 
August issue, mention was made of a tabu- 
lation of the first 100 industrial corpora- 
tions’ reports published during July as com- 
pared with the corresponding period last 
year. The additional statements show sub- 
stantially the same results, with 65 per cent 
running ahead of last year and only 35 per 
cent falling behind. 

This evidence of prosperity is most im- 
pressive, particularly in view of the mis- 
givings that were felt in many quarters a 
few months ago as to the current year’s 
business. Many believed the high records 
of production. and distribution last year 
would not be duplicated for a long time— 
that 1925 crowned the remarkable first quar- 
ter century of industrial progress, but also 
marked the beginning of a downward swing 
in the business cycle that was already over- 
due. The sharp decline in the stock market 
last spring seemed to confirm the bearish 
view, but commerce and industry forged on 
and will without doubt attain new records 
for the full year both as to volume and 
earnings. 


What Reports Reveal 


ECAUSE of the widespread interest on 

the part of bankers and the public gen- 
erally in the course of business as meas- 
ured by earnings, and there is no single 
measure that is more significant, the follow- 
ing brief analysis of the results shown by 
the interim statements issued to date has 
been prepared for the leading industries, to- 
gether with some comment as to the inter- 
pretation of the figures and the outlook for 
the remainder of the year. Certain lines, 
such as meat packing, are accustomed to 
publish only a year-end report and there- 
fore cannot be included in this review. 

It should be kept in mind that these reports 
represent the larger and more successful 
companies in each field, most of which were 
founded many years ago, and slowly grew 
from small size to large capitalization, which 
have an experienced organization and a 
product firmly established in the trade, whose 
stocks and bonds are widely held by in- 
vestors and traded in on the exchanges. 

A much larger number of the smaller 
corporations, partnerships and. individual 
proprietors do not issue financial statements 


to the public, and it is well known that many 
of them have not prospered in equal meas- 
ure, as an examination into the statistics of 
the U. S. Revenue Bureau for past years 
will show. Furthermore, the tabulation 
covers profits, not losses, and the companies 
that habitually run into deficits are not in- 
cluded, which facts should temper any ex- 
cessive enthusiasm regarding the figures. 
Perhaps it is no more than normal that 65 
per cent of the leading companies should 
show each year a gain over the one preced- 
ing. There is no question, however, but that 
the way of progress and prosperity is 
through larger business units, and there 
appears to be no turning backward from this 
tendency. 

Following is the summary for the leading 
industries, arranged alphabetically : 


Automobiles 


The twenty-five leading manufacturers of 
passenger cars, trucks, parts and accessories 
showed earnings of $143,600,000 for the first 
half of 1926 compared with $111,600,000 for 
the corresponding period in 1925, a gain of 
28.6 per cent. But a study of the list shows 
that all did not share the same proportion 
of gain, fifteen of the companies showing 
increases, but ten reporting decreases as 
compared with last year. General Motors 
Corporation profits increased from $44,460,- 
000 to $82,772,000, while the total earnings 
of the other twenty-four companies showed 
an actual decrease of 6.7 per cent. It is thus 
apparent that in the motor industry the sen- 
sational gains of certain companies have 
been partly at the expense of their com- 
petitors. A good fall business is looked for 
and the outlook for the full year continues 
satisfactory for the stronger companies. 


Cement, Glass, Etc. 


The sustained building boom has meant 
good profits for those concerns supplying 
cement, brick, tile, stone, lime and_ glass, 
and the limited number of companies that 
have published half-yearly statements show 
unusual stability and a gain of approxi- 
mately 5 per cent over last year. The sub- 
stantial drop in new construction in New 
York and other large cities may signify a 
general decline from the super-activity of 
recent years, which will naturally affect pro- 
ducers of these building materials, includ- 
ing also heating and plumbing supplies, hard- 
ware, lumber and paints, although the com- 
pletion of work now in the course of con- 
struction will require many months and 
should hold material prices firm. 


Chemicals 


The companies dealing in chemicals, dyes, 
drugs, fertilizers, etc., show almost uni- 
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formly a continued recovery from the de- 
pression of past years. Excluding F. | 
du Pont de Nemours & Co., whose large 
size combined with its one-third interest in 
the common stock of General Motors Cor- 
poration makes it overshadow the list, the 
other twelve companies show a gain of 21.4 
per cent. Demand for industrial chemicals 
has been active all summer, and with the 
coming of the fall season prices may very 
likely firm up somewhat. A recent feature 
of the market has been a heavy demand for 
calcium arsenate for combating the cotton 
boll weevil, and while the cotton harvest will 
be smaller and at lower prices than last year, 
the growers should be in a position to finance 
ample fertilizer requirements. 


Coal 

In the coal industry very few interim 
reports have been published and they show 
no improvement, indicating that 1926 will 
be another year of meager profits. This 
despite the high production in the bitumi- 
nous fields and the record exports because 
of the British coal strike. The anthracite 
branch of the industry is doing no better, 
and the strike in this country last fall, in- 
stead of causing an increased demand after- 
ward to make up for the curtailment, ap- 
pears to have had the effect of turning many 
of its customers to the cheaper soft coal and 
to substitutes, so that it looks as if the five 
months’ struggle will be paid for by miners 
and operators alike for a long time. The 
coal industry has too many mines. While 
the President’s Oil Conservation Board pre- 
dicts a shortage in petroleum in six years, 
it is of interest to note that the government 
geologists estimate that our coal supply 
would last 3500 years if mined at the high- 
est rate so far attained, which was in 1918. 


Copper 

Prices of copper, as well as lead and zinc, 
are still below the general price level, and 
the dozen semi-annual reports available indi- 
cate that profits will be approximately the 
same as last year. This issue contains a 
special article dealing with the non-ferrous 
metals, which discusses the outlook in detail 


Electrical Equipment 


Steady buying of electrical equipment is 
reported from all sections of the country, 
and while a seasonal slackening in business 
will probably be experienced during the 
fourth quarter, present indications point to 
an aggregate volume of sales somewhat 
ahead of 1925. Industrial plants are good 
buyers of equipment, as are also the public 
utilities, railroads and exporters. The radio~ 
and electrical refrigeration branches of the 
industry particularly show substantial gains 
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in profits and are due to have a very suc- 
cessful year. 


Food Products 


Ten leading concerns in the food line show 
a gain of 21.8 per cent in aggregate earn- 
ings, and all but one are ahead of last year. 
These include flour milling, bakery, cereals, 
ice cream, candy, soft drinks and preserv- 
ing, and the year will doubtless be another 
successful one for this line. The numerous 
mergers in the baking industry have had the 
effect of stabilizing conditions, and cheaper 
flour prices will widen their margin of profit. 


Iron and Steel 

The fourteen leaders in the steel industry 
show aggregate earnings for the first half of 
1926 of $84,900,000 compared with $67,500,- 
000 for the corresponding period of 1925, 
a gain of 25.8 per cent. [Even without the 
remarkable gain of $10,629,000 made by 
United States Steel Corporation, the other 
companies’ showing is very favorable and 
the industry seems destined to make 1926 
a new record year both as to production and 
earnings. The summer let-down was much 
less this year than is customary and opera- 
tions at the end of September are at 80 to 
85 per cent of capacity. Five companies 
of the group showed smaller earnings than 
last year, but these were all the smaller 
concerns or else were explained by special 
circumstances. 


Leather and Shoes 

Five companies engaged in leather tan- 
ning and shoe manufacturing show aggre- 
gate earnings of 28.8 per cent below last 
year, and the leading factors in heavy 
leather and calfskin both showed actual 
deficits contrasted with profits last year. 
The leather business has had a hard row 
to hoe ever since the war and although a 
large excess plant capacity has been scrapped 
at heavy losses, and a continued effort made 
to work down inventories to normal, it 
seems difficult to operate at a profit. 

One hazardous element is the fluctuations 
in prices of the raw material—hides—which 
are not produced’ in accordance with the 
needs of the tanning industry but as a by- 
product of meat packing. Another is the 
curtailed demand from shoe factories due 
to the prevalence of low shoes for both men 
and women, requiring less leather than did 
high shoes; also the absence of seasonal 
buying at Easter and in the fall, and the 
saving of shoe leather by riding in automo- 
biles instead of walking, and using rubber 
and other substitutes for heels and soles. 
A peculiar situation has taken place in 
heavy leather, which declined during the 
summer from forty-six cents per pound to 
forty-one cents, at the same time that heavy 
hides went up from eleven and one-half 
cents to fifteen cents. Earnings for the 
full year will be unsatisfactory. 


Machinery 

Net profits of $24,500,000, representing a 
gain of 14 per cent, are shown in the ag- 
gregate of twenty-four leading manufactur- 
ers of machinery, tools, farm implements, 
typewriters, cash registers, hardware, oil 
well supplies, sewing machines, washing 
machines, vacuum cleaners, firearms, etc. 
The gains are well distributed down the 
list with very few decreases shown, and un- 
less there occurs in the final quarter some 
unexpected slump in business the 1926 totals 


U.S. LABOR BUREAU INDEX 1913 = 100 


The course of general commodity 
prices, compared with farm products 
(showing 1921-1926) 


for this line should average at least 10 per 
cent above last year and be the best ever 
enjoyed. 


Petroleum 


A gain of 4.7 per cent is shown by 
twenty-two oil companies that the first half 
of this year had combined earnings of $82,- 
200,000. While this may seem less than 
the increases occurring in some _ other 
groups it should be realized, first, that 1925 
was the best year in their history, and sec- 
ond that crude oil and gasoline prices have 
moved up considerably this summer from 
what they were the early part of the year. 
Consumption and exports are running at 
record levels, about 16 per cent above last 
year, but the increasing crude petroleum 
production will doubtless result in large 
stocks having to be carried over again this 
winter. With this last fact as a qualifica- 
tion, the long range outlook for the indus- 
try is certainly bullish. 


Railroad Equipment 


A gain of approximately 50 per cent is 
shown in this year’s earnings of eight rail- 
road equipment companies. Production of 
freight cars, passenger cars and locomotives 
has to date run well ahead of 1925 and even 
though there should be a falling off in new 
business during the closing months of the 
year, a large back-log of unfilled orders has 
been built up. Repairing and parts business 
has been active throughout the year due 
to the record tonnage being handled by the 
railroads and the representative companies 
will certainly exhibit favorable reports in 
contrast to last year, which was below nor- 
mal. 


Rubber 

Practically all the manufacturers of tires, 
footwear, clothing, hose and mechanical 
rubber goods have been hit by the slump 
in the price of crude rubber, which a year 
ago got up to $1.23 per pound and is now 
down around forty cents. The 1926 semi- 
annual statements of six of the large com- 
panies have combined earnings of $12,300,- 
000 as against $21,500,000 last year, a drop 
of 43 per cent. Sales during summer and 
fall have been very heavy and most author- 
ities in the trade look for the second half 
of the year to show up much better than 
did the first, although an end-of-the-year 
adjustment for depreciation of inventory 
values will be required for any high cost 
rubber that was not worked off, and against 
which no -reserve from surplus or earnings 


was previously set up. The outlook 
1927, they say, is very favorable. 


Sugar 

No estimates regarding the sugar com- 
panies can. be given based on interim: re- 
ports for the reason that none are pub- 
lished except after the fiscal years, hich 
usually end from June to September for 
the Cuban producers and February-March- 
April or else December 31 for the Ameri- 
can beet companies. A number of these an- 
nual reports, however, that have appeared 
during recent months show the disastrous 
effect of the slump in prices last year due 
to overproduction, and the reduction or pas- 
sing of dividends is the order of the day. 

It is expected that the reports to be is- 
sued in the near future will all show sub- 
stantial deficits or negligible earnings at 
best, the least hard hit being the Porto 
Rican producers who are not subject to the 
tariff, but perhaps the present bad situation 
is like the darkness that comes before dawn. 
Prices of both raws and refined have been 
gradually working upward again and are 
now the highest of the year, while the cur- 
tailment in last year’s and the coming crop 
in Cuba will cut down available supplies. 
Some of the European countries will have 
to import considerable this year. 


Textiles 

In the textile industry the situation is 
mixed. The cotton mills so far reporting 
show a substantial decline from last year, 
but mill operations have been increasing re- 
cently and with another large crop at lower 
prices the outlook is now said to be the 
most favorable for several years. This can 
hardly be reflected in the 1926 statements. 
The silk manufacturers, particularly hosiery, 
all show moderate increases and have ap- 
parently absorbed in operating costs the de- 
cline in prices of raw silk last spring. 

Reports of improvement in the woolen 
industry still persist and fall showings have 
been well received. Rayon production will 
be 30 per cent larger than last year and 
this material is becoming increasingly popu- 
lar as a mixture with other fabrics. 


Tobacco 

The average gain of 11 per cent is shown 
by the tobacco companies, including manu- 
facturers of cigarettes, cigars, smoking, 
etc., also. the United and Schulte retail 
stores. Production ‘of cigarettes in August 
was 8,168,005,450, the highest monthly out- 
put in history. 


September Brings Expansion 


HENEVER we enter into the final 

quarter of a year our discussions re- 
garding the condition of business naturally 
turn to a review of the records that have 
already been definiteby established and an 
inquiry as to the probable results that the 
full period will show. This year the vol- 
ume of production, trade and profits has 
been exceptional, even as compared with 
1925. 

Speaking in general terms, the past month 
has brought the expected fall expansion in 
trade based on a good harvest of agricul- 
tural crops and full employment throughout 
industry. One of the best indexes of the 
distribution of goods is railroad freight car 
loadings. The accompanying diagram il- 

(Continued on page 249) 
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BUSINESS 


SIGNALING SYSTEMS 
FOR 


BANKS 


ANNUNCIATORS 


Annunciator Call 


Systems The Bank Annunciator illustrated above is at the In- 


Emergency Alarm and formation Desk in the lobby of the Federal Reserve 
Guard’s Systems | Bank, Cleveland, Ohio, (Walker and Weeks, Archi- 
Watchman’s Recorder tects). This is one of the many important financial 
Systems | institutions equipped with Holtzer-Cabot Signaling Sys- 

| 

| 


Fire Alarm Systems tems for economy, convenience, and protection. 


Coupon Booth Systems The Call System, of which this Information Desk An- 


nunciator is a part, provides the necessary circuits and 
apparatus for every possible calling requirement asso- 
ciated with the banking routine. It enables all members 
| ( of the working staff to have immediate contact with a 
minimum of effort and without confusion. 


Telephone Systems 


Doorbell Systems 


The experience of over half a century has enabled us to 
so perfect the design and flexibility of Holtzer-Cabot 
Signaling Systems that they most efficiently and com: 
pletely supply the requirements of banking institutions, 
large and small. 


The HOLTZER-CABOT ELECTRIC CoO. 


Send for the Brochure HOME OFFICE and FACTORY CHICAGO OFFICE 
shown above) 125 Amory St., Boston, Mass. 6161 South State St., Chicago, Ill. 


MANUFACTURERS OF SIGNALING SYSTEMS FOR OVER FIFTY YEARS 


When writing to advertisers please mention the American Bankers Association Journal 
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WATCHMEN SCHOOLS 
TELEPHONE COLLEGES 
FIRE ALARM OFFICE 
BANK BUILDINGS 
PROTECTION FACTORIE 


Broad 


Protection 


Bankers of today are buy- 
ing Bankers’ Blanket 
Bond Standard Form 8, 


which gives the usual 
broad protection under a 
blanket cover and, in ad- 
dition contains a clause 
insuring the bank against 
check forgery. This bond 
also contains a clause 
that reinstates retroac- 
tively and is the most 
complete blanket protec- 
tion afforded. 


Our numerous branch 
offices and agencies are 
willing at all times to ex- 
plain in detail this splen- 
did cover and to quote 
rates. 


United States Fidelity 
and Guaranty 


Company 


Baltimore Maryland 


A branch office or agency in every city 
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New Class of Paper for Bank Loans 


NEW class of paper—the Adjusted 

Service Certificates issued by the 
United States government to the veterans 
of the World War—will be eligible for bank 
loans after the first of 1927. The esti- 
mated amount of loan value that these certi- 
ficates will have during that year will be 
$262,538,344, according to the figures sup- 
plied the AMERICAN BANKERS ASSOCIATION 
JourNaL by General Frank T. Hines, Di- 
rector of the United States Veterans Bu- 
reau. 

The loan value increases year by year 
until the certificates mature. For 1928, the 
loan value is estimated at $370,910,606; for 
1929 it amounts to $482,048,654, and for 1930 
it increases to more than a half-billion dol- 
lars, or $590,893,686 to be exact. 

While it is not to be assumed that all of 
the former soldiers, who are given these 
soldier bonus certificates, will seek to bor- 
row on them, all of the certificates have a 
loan value each year until they mature. Just 
how important a class of new loans the 
paper will bring to the banks may be indi- 
cated by the fact that the value is approxi- 
mately eight tenths of one per cent of the 
total amount of loans and discounts of all 
American banks and this percentage prom- 
ises to grow year by year. 


HILE General Hines states that the 

definite plans for that part of the 
law which provides for the redemption by 
the Veterans Bureau of the loans made by 
the banks on the security of these certifi- 
cates have not yet been completed, he an- 
nounces that “it will be the policy to pay 
all loans made and submitted by banks to 
the Veterans Bureau in accordance with 
the provisions of the law.” 

The law in cases where the veteran bor- 
rows on the certificate and later does not 
pay the note at its maturity, makes it dis- 
cretionary with the Director of the Vet- 
erans Bureau as to whether or not he would 
pay the note with interest in full when the 
bank, six months after the loan is made, 
tenders it for redemption. The statute pro- 
vided that the director might pay to the 
bank the note with interest in full but it did 
not require him to do so. However, the 
statement by General Hines makes it clear 
what policy he will pursue in handling this 
phase of the soldiers’ bonus act. 


LARGE proportion of certificates is- 

sued bears an effective date of Jan. 1, 
1925. The first loan value on these certi- 
ficates, which will become available Jan. 
1, 1927, is estimated by the Veterans Bu- 
reau to be $215,668,000. 

The following table shows the ratio of 
enlistments from each state to the total 
enlistments during the World War and the 
application of this ratio to the loan value 
available Jan. 1, 1927: 


State of resi- Ratio of Apportioned 
dence at time enlistments loan value avail- 
of enlistment tototal able Jan. 1, 1927 


.018244 $3,934,658 
.000499 107,619 
.002808 605,597 
.015084 3,253,146 
California .032520 7,013,543 
Colorado -009404 2,028,148 
Connecticut -014083 3,037,261 
Delaware .001969 424,652 
District of Columbia. .005217 1,125,143 
Florida .008879 1,914,922 


State of resi- Ratio of Apportioned 
dence at time enlistments loan value avail- 
of enlistment to total able Jan. 1, 1927 
Georgia .021575 $4,653,050 
-004948 1,067,128 
.067217 14,496,597 
'027428 5,915,359 
-025145 5,422,987 
1016526 3,564,140 
Kentucky ... wer .019273 4,156,581 
Louisiana .. .016967 3,659,249 
Maine hee .006693 1,443,470 
Maryland -012980 
Massachusetts -040598 
Michigan .035291 
Minnesota -025886 
‘Mississippi -013593 
Missouri .034361 
Montana -009246 
Nebraska .012445 
Nevada -001254 
New Hampshire ... .003863 
New -029112 
.003183 
-103670 
North Carolina .... -018507 
North Dakota .006308 
Ohio .051122 
Oklahoma .019962 
Oregon .008747 
Pennsylvania 077866 
Rhode Island .005556 
South Carolina .... .013589 
South Dakota .007276 1,569,205 
Tennessee .019182 4,136,955 
-041609 8,973,756 
.004738 1,021,838 
.002504 540,034 
.019626 4,232,712 
Washington .013387 2,887,156 
West Virginia .013670 2,948,190 
Wisconsin .025653 5,532,547 
Wyoming .002773 598,049 
.000055 11,862 
.001376 296,760 
Philippine Islands .. .001372 295,897 
Porto .003878 836,363 
Samoa .000464 100,070 
Virgin Islands .... .000014 3,019 
No Residence .000805 173,613 


1.000000 $215,668,616 

No bank can charge a rate of interest 

that is more than 2 per cent above the rate 

charged, at the date of the loan, for the 

discount of ninety-day commercial paper by 

the Federal Reserve Bank in the district 
where the bank is located. 


Offered $50,000,000 Loan 
to Belgium 


3,991,379 
1,360,438 
11,025,411 
4,305,177 
1,886,453 
16,793,253 
1,198,255 
2,930,721 


ALFRED LOEWENSTEIN, a Bel- 

@gium banker and sportsman, figured 
largely in the news recently when he of- 
fered to lend $50,000,000 without interest 
to Belgium. However, there were certain 
conditions that accompanied the offer and 
Belgium did not avail herself of the un- 
usual tender. 
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Condition of Business 


4 


(Continued from page 246) Ay 


lustrates how, ever since the first of March, 
shipments have run well ahead of last year 
and in the week ended September 18 a 
total of 1,187,011 cars were loaded, the 
highest number for one week in the history 
of American railroading. The gains over 
last year are especially pronounced in mer- 
chandise and miscellaneous freight, but oc- 
cur also in coal and coke, ore, lumber, grain 
and livestock. 


WS 


Declining Commodity Prices 


HAT the high rate of production and 

consumption of commodities should 
continue while general prices work to lower 
levels speaks well for the long-term busi- 
ness prospect. In looking back over the past 
business cycles in this country we find that 
a period of expansion was invariably ac- 
companied by rising prices, for they pro- 
vide a basis of expansion and prosperity, 
by stimulating the production of goods. 
Higher prices mean easier profits, which in 
turn allow increased wages, and the process 
calls into use more bank credit and cur- 
rency for its financing. 

In the desire to secure goods the mer- 
chants and wholesalers place orders for 
more than usual, knowing that they will 
probably not be able to secure the full quan- 
tity ordered, or if they should, that the sur- 
plus over their own requirements can be 
later sold at a profit. Then we have the 
“vicious circle,’ which is by no means a new 
story, with wages raised to catch up with 
prices and prices increased to meet the new 
wages. When the level can be driven no 
higher, due to the relations between differ- 


ent groups of producers and consumers be- [4 ° P 
ing thrown out of balance, speculative stocks fy k 
which have been accumulated are thrown fy utc Co ection 
back on the market and the serious disrup- 
Specialists 


tion of the business organization takes place, 
In the center of the Nation’s workshop— 


+ 


AZ 


BE 


“HE 


HE EYE 


BAY) 


forcing a period of depression or marking 
time until the broken purchasing power of 
the public can absorb the surplus stocks. 
The course of general prices for the last 
five years is shown in another diagram, us- 
ing the index of the United States Bureau 
400 rivate wires to the country’s financial cen- 
ties in wholesale markets. The group index ters— 
for farm products is also shown. 
It will be observed that the discrepancy oH 
between general and agricultural prices 
still exists; it has been the chief iiienia Rs, Connections with nearly 1,000 American 
in the “farmers’ problem” for several years. Banks and 5,000 banks in Europe. 
While the average of grain, livestock, poul- 
try and other farm products is 138 as com- ; 
pared with a 1913 base of 100, the articles fy In a word, equipped to give exceptionally 
he buys stand at 149, or approximately 8 
per cent higher. However, the prosperity of 
the farmers in many sections this fall dis- 
proves any fear that agriculture generally is 
in a depressed state because of this 8 per 
cent discrepancy. The old idea, that the 


farmers’ only salvation was to force the 
level of farm products up to meet the gen- 4 The 
€ Co. 


eral level, using if necessary government 


price-fixing or purchase of surplus to dump fp CLEVELAND, OHIO 

in foreign markets, appears to be giving py ope 

Way to the idea of agriculture increasing c Resources over 300 Millions 

its profits by the introduction of more mod- SINCE "61 A BAN 

rn methods and machinery, the same as has <> FOR BANKERS 


quick and efficient service on collections. 
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PARAPHRASED PROVERBS 


A Coilection Service Chain 
is No Quicker Than its 
Slowest Link 


The elimination of avoidable 
delays in the handling of out- 
of-town collection items is a 
feature of our service. This is 
the result of— 

Direct routing to place of payment. 


Continuous night-and-day oper- 
ation. 


Liberal use of telephone and tele- 
graph inquiries and advices. 


Close official supervision. 


We can save from one to three 
days’ time in the collection of your 
business. 


All items received at par. 


THE 


PHILADELPHIA-GIRARD 
NATIONAL BANK 


PHILADELPHIA, PA. 


Capital, Surplus and Profits . . . .$27,900,000 


Pig iron is selling at only 132 pe» cent 
of its 1913 average, copper at 92, lea: lier at 
91, rubber at 47. The Ford auto:nobile 
(touring car) that cost the farmer $550, 
f.o.b. Detroit, in 1913, can be secure now 
for $380, including self-starter and other 
improvements added in the meantinx 


Money and Securities Markets 


HE past month witnessed no unusual 

happenings in the money marke’, the 
main event being the offering of $35(),000,- 
000 Treasury Certificates of Indebtedness. 
bearing 3% per cent, which were largely 
oversubscribed and the quarterly fiscal op- 
erations of the government, amounting to 
over $1,100,000,000 took place without any 
disturbance to rates, which are continuing 
to work higher. 

The stock market experienced a sharp 
break the early part of September which 
was ascribed to its weakened technical con- 
dition resulting from the prolonged rise, 
also the fact that many securities had been 
worked up by means of pool operation and 
outside speculative interest to levels that 
rather overdiscounted the profits expected 
this year, and for some time to come. Since 
the break, prices have recovered somewhat, 
but it must be admitted that the market at 
its present high level is in a sensitive state, 
subject to fits and starts, as from the con- 
stant rumors of higher money rates. 

The bond market during September was 
normally active and was called upon to ab- 
sorb a considerably larger number of new 
offerings than in August, which appeared to 
take place easily and without any appre- 
ciable weakening in quotations. Among the 
more important issues of the month were 
the following: 


$378,669,500 U. S. Treasury Certificates of Indebt- 
edness, 3%s, due June 15, 1927, 
priced at par to yield 3.50 per cent. 

35,000,000 Filinois Central RR. Co., 4¥%s, due 
1966, price 96%, to yield 4.95 per 

cent. 

28,745,000 State of New York, serial 4s, due 
1927-1966, prices to yield 3.50-3.80 
per cent. 

24,000,000 Siemens & Halske, Germany, S. F. 
deb. 6%s, due 1951, price 99, to yield 
6.55 per cent. 

20,000,000 Canadian Pacific Ry. Co., col. tr. 
44s, due 1946, price 9644, to yield 

4.77 per cent. 

20,000,000 Free State of Prussia, Germany, ext. 
S. F. 6%s, due 1951, price 95, to 
yield 6.92 per cent. 

18,000,000 Conndis Steamship Lines, Ltd., Ist & 
gen. mtge. 6s A, due 1941, price 97, 
to yield 6.30 per cent. 

15,000,000 Republic of Finland, ext. S. F. 6%s, 
due 1956, price 94, to yield 6.98 per 
cent. 

13,000,000 cennerivenia-Dinte Cement Corp., Ist 
6s, due 1941, price 99%, to yield 6.05 
per cent. 

13,000,000 Uaien Tank Car Co., eq. tr. cfs. 
4%s, due 1927-1936, prices to yield 
4.70 per cent. 

10,000,000 Consolidated Cigar Corp., S. F. 6 per 
cent notes, due 1936, price 99%, to 
yield 6.02 per cent. 

10,000,000 County, Penna., due 
1928-1956, prices to yield 4.00-4.10 
per cent. 

7,500,000 R. H. Macy & Co., serial deb. 5%s, 
due 1927-1936, prices to yield 4.75- 
5.20 per cent. 

7,500,000 State of Missouri, 4%s, due 1943- 
1946, price to yield 4.15 per cent. 

6,000,000 Oklahoma Natural Gas Corp., conv. 
deb. 6%4s, due 1941, price 99, to yield 

6.60 per cent. 

5,000,000 East Bay Utility District, California. 
5s, due 1935-1974, prices to yield 4.55- 
4.65 per cent. 

5,000,000 Ste. Anne Paper Co., Ltd., Ist S. F. 
Sige A, due 1946, price 100, to yield 

6.50 per cent. 

5,000,000 Federal Water Service Corp., conv: 

- 6s A, due 1996, price 96, to yield 
6.25 per cent. 

5,000,000 Stanley-Crandall Co. of Washington, 
Ist gtd. S. F. 6s, due 1946, price 
100, to yield 6 per cent. 
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Federal Warehouse 
(Continued from page 238) 


erally licensed warehouses at any one time 
does not suggest the total volume of cotton 
that passes through the licensed warehouse 
in one season. A warehouse with a 25,000 
bale capacity often handles 50,000 or 75,000 
bales of cotton in a year. One indication of 
the volume of cotton passing through Fed- 
erally licensed warehouses is found in the 
fact that last year receipts to handle more 
than 5,000,000 bales of cotton were printed 
in accordance with the rules under the ware- 
house act, and this does not include the 
number of receipts that were held over from 
the past season. 

In addition to the credit instrument which 
the grower and the growers’ organizations 
have received through these warehouse re- 
ceipts, they have benefited in another way, 
less obvious but probably as important. The 
framers of the warehouse act realized that 
too many of the farmers were careless in 
their production, harvesting storing 
methods and careless in their methods of 
marketing. They realized that few of them 
knew anything about grades, hence they 
knew little about the real value of their 
individual products. 

The framers of this law believed that if 
provision were made for determining the 
correct weight or quantity of the product 
and for establishing its grade and condition, 
this service would not only result in giving 
to the farmer a warehouse receipt that gives 
a true statement as to the value of the pro- 
duct and therefore gives the banker the 
information he needs to make an intelligent 
and fair loan, but they believed that this 
demand for a grade statement would grad- 
ually interest the farmer in grades, in the 
production of a product of good grade and 
in handling the product in a way that would 
maintain that grade. Moreover, this knowl- 
edge of the grade of his product would 
enable the farmer to use market quotations 
and thus determine a fair sale price for 
his product. 


Amsterdam 


(Continued from page 230) 


considering the size of the country. Its in- 
vestments in American securities today is 
very large. Its holding of Russian bonds 
at the time of the Russian revolution has 
been placed at the equivalent of $600,000,000. 
But that is a sore subject. Its holdings of 
German and Austrian securities also were 
very large and that is another sore subject. 
Let it be said that if there is one country 
in Europe which knows the game of inter- 
national investment and finance that country 
is Holland of the Hollanders. 

_ These are some of the reasons why Hol- 
land, in its historical background, occupies 
a position of such peculiar significance in 
the financial circles of Europe, but this posi- 
tion in financial affairs fits in with the po- 
litical position of the country. 

Of the neutral nations during the World 
War Holland probably suffered more than 
any other. From its position it was com- 
pelled to export unduly during the entire 
strugele—at much profit, doubtless, but also 
at much sacrifice. This, however, and in 
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of an Army 


VEN in a land accustomed to 

tremendous business develop- 
ments, the story of the growth of the 
telephone reads like a fairy tale. 


Where only fifty years ago a single 
message was heard over a single 
telephone, today there are more than 
73,000,000 daily conversations over 
a network of 54,000,000 miles of 
wire, connecting over 17,000,000 
telephones. 


In the brief span of a half century, 
the first telephone has developed into a 
national service. 


The Bell System alone requires a person- 
nel of 300,000 people, and uses plant 
facilities costing over $2,600,000,000. 


A nation-wide plant and nation-wide 
service underlie Bell System securities. 


The dividend rate of the stock of A. T. & T. — parent 
company of the Bell System—is 9%. This investment 
stock can be bought in the open market to yield a good 
return. Write for booklet, ““Some Financial Facts.’ 


TELEPHONE 
SECURITIES CO. ine 


D.F. Houston, President 
195 Broadway NEW YORK 


“The People’s 
Messenger’’ 
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SEEKING NEW BUSINESS 
ON OUR RECORD 


As a Chemical Depositor 
you will find that this 
Bank is just as interested 
in holding your account 
as it was in securing it! 


IN FACT, MORE INTERESTED, BECAUSE 


THERE’S MORE OCCASION 


FOR IT. 


GHEMICAL 


NATIONAL 


BANK 


OF NEW YORK 


B’WAY at CHAMBERS, FACING CITY HALL 
FIFTH AVENUE at TWENTY-NINTH STREET 
MADISON AVENUEat FORTY-SIXTH STREET 


spite of the immense losses in Russia and in 
the central powers, led to an immense in- 
crease in its investments abroad and laid the 
foundation for that strength in foreign 
money markets which made it possible to 
keep the guilder within measurable distance 
of par during the period of readjustment. 
In the meanwhile its political position has 
been orientated. As the wealthiest and most 
powerful of the neutral nations in Europe, 
it has used its position to advance the in- 
terests of internationalism in the best sense 
and in so doing has strengthened its inter- 
national financial influence. 

In present day finances it is coming more 
and more to the position of an international 
clearing house. Partly as a result of its 
trading position with Germany and partly 


because of its neutral position, it has been 
the chief, perhaps because the nearest, brok- 
er between Germany and the rest of the 
world since the war. It was one of Ger- 
many’s chief depositories during the col- 
lapse of the mark and still occupies a de- 
pository position between Germany and its 
former antagonists. Holland’s chief mis- 
sion in later day trade has been as the en- 
trepot and transfer point for imports into 
south and west Germany and for exports 
from much of central Europe to the rest of 
the world. With this interdependence be- 
tween Holland and Germany on the one side 
and other countries on the other, there has 
come definite knowledge of financial, indus- 
trial and economic conditions: abroad which 
greatly strengthens the Dutch position. 
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Recent developments in Dutch financial 
affairs have led to important changes jn 
the banking methods of the country which 
until quite recently reflected the e.rliest 
traditions of the Dutch system. 

In the earliest days of Dutch investments 
abroad, the mass of the people were ac- 
customed to place their savings through and 
upon the advice of brokers in such securities 
known as commissionaires in effecten, or 
stock commissioners or brokers. ‘These 
brokers ordinarily received deposits against 
the purchase of securities and in time came 
to be in effect small bankers. In due course 
they came to accept and pay money for ac- 
counts of third parties and in this function 
they were known as cashiers. 

In Amsterdam these functions usually 
were separated but in the other cities of 
Holland they were usually combined. In 
either case these two classes of brokers be- 
tween them have held, until very recent 
times, a large share of the available cash of 
the country which otherwise would have 
been deposited with banks, the result being 
that the institutions recognized as_ banks 
in the ordinary acceptance of the term, have 
had far less deposits than their real strength 
and actual business would have indicated. 

In the great expansion of Dutch com- 
merce and industry immediately preceding 
the war, however, transactions became so 
large these brokers were compelled either 
to qualify as bankers or to confine them- 
selves to a stock broking business. In Hol- 
land there has also existed a system of bor- 
rowing money known as the “prolongation” 
system under which available money was 
borrowed from the holder on the Exchange 
for a month at the current rate on the day 
on which the contract was made and the 
contract was renewed from month to month 
so long as neither party gave notice of with- 
drawal. 

These loans were made upon the pledge 
of marketable securities through stock brok- 
ers, who deal with the borrowers only on 
the Exchange and in accordance with Ex- 
change rules but it is evident that this sys- 
tem also replaced banks in their ordinary 
function and deprived them of business 
whch in other countries ordinarily would 
have flowed to them. During the war when 
the Exchange was closed for over seven 
months this system fell into disfavor. 

Both of these changes have led to an ex- 
traordinary development in more modern 
and orthodox banking. The cashier and 
prolongation concerns either went out of 
business or combined to form large modern 
banks. Smaller banks combined into larger 
concerns while the capital stock of prac- 
tically all of the larger banks was found to 
be too small for present day needs and has 
expanded enormously. Even before these 
important changes Dutch banks were able 
to care for not only the great import and 
export trade of Holland but had a large 
share in financing German trade in the 
Rhineland and trade in other parts of cen- 
tral Europe. 

With these developments they are in such 
a position that they can readily handle that 
great part in reparation and international 
financial affairs which the position of their 
country in both trade and finance will in- 
evitably place upon them. 
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The Plan 


(Continued from page 220) 


The thing that is clearly in the chairman’s 
mind is set forth in a recent letter addressed 
by him to members of the committee, in 
which he said: 


“Reduced taxes on individual income and surtax 
have fully justified the assurance that they would 
produce a large revenue. The Secretary of the 
Treasury has confirmed this estimate by announc- 
ing recently his intention to retire $333,000,000 in 
Treasury notes out of current funds. * * * In 
the light of these facts we venture to urge the 
advisability of directing the attention of Congress, 
through its joint tax committee, to the practical 
possibility of further tax relief. The December 
aan could well grant immediate corporate 
relief. 

“The corporation as a form of business suffers 
discrimination in rate and administration in com- 
parison with the partnership and the individual. 
The corporate rate, unchanged since the War, was 
increased by the Revenue Act of 1926 to a max- 
imum of 13% per cent for 1927. This upon the 
theory that the abolition of the capital stock tax 
would cause a loss of $90,000,000 a year in 
revenue. 

“It must be evident from the prospective mini- 
mum treasury surplus in sight that not only no 
increase in rate is necessary to provide revenue 
but a reasonable application of the surplus in 
being, which in all likelihood will continue to grow, 
would justify a corporate rate for the calender 
year 1926 or not more than 10 per cent, effective 
on 1926 business. 

“Tt must be remembered that the right to tax 
is the right to take. and retain only that which is 
necessary for the support of the government. 
The relief of the citizens from an undue tax 
burden is not a privilege but a right. A_con- 
tinuing surplus of revenue justifies a steady de- 
mand for relief until revenue is reduced to the 
reasonable requirements of government.” 


The Increasing Burden 


UCH is the program which now appears 
to be in the making. The corporations 
have stood aside from tax reduction bene- 
fits since 1921 and have watched the vari- 
ous forms of tax reduction lighten the load 
of individuals. During the past five years 
the corporation tax has resulted in increas- 
ing revenues to the Federal Treasury at a 
time when all other tax revenues were fall- 
ing. Here is the record of payments on the 
net income of corporations for the various 
calendar years indicated: 

$701,575,432 

783,776,268 

937,106,798 

881,190,113 

1,000,000,000 


With the single exception of 1924, the 
record steps up like a ladder for five years. 
That exception indicates a quiet business 
year and not a decrease in the rate which 
was the same as for 1923 and 1925. On 
last year’s great volume of business, it is 
estimated, corporations are paying nearly 
half as much again in taxes as they paid 
on 1921 profits. 

And on this year’s record-breaking busi- 
Ness corporation taxes will undoubtedly 
mount to still higher figures. Corporation 
Profits in 1923 were disclosed by the Bureau 
of Internal Revenue as $8,321,000,000. They 
Were somewhat less in 1924, but swept much 
higher in 1925. In 1926, it is indicated, cor- 
Poration profits will pass the $10,000,000,000 
mark and may reach $12,000,000,000. 

f so, taxes paid on 1926 profits by cor- 
Porations will lie between $1,250,000,000 and 
$1,400,000,000, it is estimated—not far from 

per cent increase over the 1921 impost. 

On the other hand, individual -tax rates 
have enjoyed two cuts since the revenue 
law of 1921 was passed. 

Hence, it is maintained, the time has come 
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when the nation’s 400,000 or more corpora- 
tions are rightly entitled to their share of 
relief. There is yet to be determined the 
appropriateness of the time for advocating 
the change. Opinion is divided as to whether 
the campaign should be pressed on the next 
session of Congress or held over until De- 
cember, 1927. But opinion is not divided, 
so far as this writer can learn, as to the 
justice and equity of having the lion’s share 
of the next tax cut apply to corporations 
rather than to individuals. 


There are many obstacles in the road 
that runs from hope to achievement in 
corporation taxland. One is public apathy. 
Another is political expediency. They are 
the chief barriers, but they are not insur- 
mountable. 

The public can be educated. It can be told 
in words that echo deep down in its pocket- 
book that in taxing the corporations heavily 
the government is taxing the cost of living 
and swelling it. It can be educated to the 
fact that corporations are the backbone of 
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American industry and prosperity. It can 
have the lesson driven home in primer terms 
and thought if necessary, that the corpora- 
tions of the country are doing $150,000,- 
000,000 in business this year, and that any 
tax which levies a toll on that business 
comes home on pay day to roost with the 
consumer. 

So much for public indifference. It can 
be made to Charleston if the music is right, 
and the music it knows best is the jingle 
of ready money in its own pocket. 

Political expediency is an uglier and 
tougher opponent. Corporations cast no 
votes, and votes populate the House and 
Senate Chambers at Washington. However, 
the average Congressman and Senator is not 
as dumb as some of his critics would have 
him appear. He can tell the buttered side 
of his political bread when the lights go out, 
He is learning something about cause and 
effect even in finance and taxation. The task 
of proving to the legislative mind that cor- 
poration tax reduction would lower living 
costs and bring universal benefits has been 
smoothed by the recent class in surtax re- 
duction, which learned its lesson well during 
the last session of Congress. 


And there we are. The time, the place, 
and the girl are essential, and of those three, 
only the time is the undetermined quantity. 


Europe Saving 
(Continued from page 240) 


banks had increased to 5,800,000,000 francs 
and the depositors had increased by 150,000 
to 8,755,000. At the close of 1921 when 
exchange quoted the franc at $.02 in ex- 
cess of what it was in 1920, savings de- 
posits had increased over the previous year 
by more than 1,000,000,000 francs and the 
number of depositors had increased to 
8,829,000. At the close of 1922, the amount 
of deposits had increased almost another 
1,000,000,000 francs while the exchange 
value of the franc had decreased. In other 
words, the increase in exchange value of 
the franc during the year 1921 seemed to 
have no more effect on the amount of sav- 
ings deposits than did the decrease during 
1922. At the close of 1925 deposits were 
in excess of 9,750,000,000 francs and the 
number of depositors was 8,879,974, which 
is a greater number of reported depositors 
than in any previous year except 1922, 
when 43,026 more depositors were reported 
than at the close of 1925. 

The growth in deposits in the French 
postal savings banks shows a_ situation 
similar to that in the private savings banks. 
At the close of 1914, when the exchange 
value of the franc was 19.4c., there were 
on deposit in the postal savings banks 
1,798,363,000 francs and the number of de- 
positors was 6,555,992. At the close of 1925, 
3,937,000,000 francs stood to the credit of 
7,454,653 depositors. The fact that the 
number of depositors in the private savings 
banks was greater by 220,000 at the close 
of 1925 than at the close of 1914 and that 
the number of depositors in the postal sav- 
ings banks had increased 900,000 in_ the 
same period, would not seem to indicate 
any fear of instability of French money 
on the part of the French people. 
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Germans Hoped for Best 


N Germany the situation developed in a 
manner somewhat different from that of 
the other countries. At the close of 1913 
there were in the German savings banks 
19,772,000,000 marks to the account of 
23,872,000 depositors. At this time the 
mark was at par of exchange. At the close 
of 1918 the value of the mark was quoted 
at $.1215, the deposits had increased to 
31,760,000,000 marks and the number of 
depositors to 32,768,000. At the close of 


the following year when the mark had de- | 


clined to a value of $.0205 the number of 

depositors had increased to 33,507,000 and 

the deposits to 36,614,000,000 marks. 
Information as to the number of savings 


depositors during the years subsequent to | 


1919 when the mark declined rapidly in 
value is not available. However, records 


show that on June 30, 1922, when the mark | 


had gone to $.00264 there were on deposit 
in the savings banks 53,000,000,000 marks. 
This record seems to indicate that there 


was a persistent hope of the integral reval- | 
orisation of the mark in the minds of sev- | 


eral million depositors. 

The thrifty spirit of the German people, 
their belief in their country’s future, de- 
spite the terrific losses in the final debacle 
of the mark, is nowhere displayed to bet- 
ter advantage than in their immediate re- 
sumption of depositing money in the sav- 
ings banks, upon the initiation of Ger- 
many’s new financial régime. 
of September, 1925, deposits in the savings 
banks amounted to 1,375,000,000 reichs- 
marks which amount had increased by De- 
cember 31 of last year to 1,632,000,000 


reichsmarks. 


Germany 2,155,000,000 reichsmarks. 
brief period the Germans have built up a 
volume of savings equal to about 11 per 
cent of their pre-war deposits. 

In Belgium, the number of depositors in 
the general savings bank at the close of 
1912 was 3,013,000 with 
1,058,000,000 francs. 


francs. 


had declined from 19.3 cents (par) to 


$062. By the close of 1922 the depositors | 
had increased to 3,858,000 and the deposits | 


to 1,845,000,000 francs. At the close of 
1923, by which time the franc had decreased 
in international exchange more than one- 
third from its value at the close of 1922, 
the number of depositors had increased to 
3911,000 and the deposits to 1,971,000,000 
francs. By the close of 1925 the number 
of depositors had reached the high total 
of 4,148,000 and the deposits had advanced 
to 2571 million francs, with the exchange 
at $.0375. 

More understandable to American read- 
ets would be the translation of these fig- 
ures into dollars. That, however, would 
not represent the proper picture of Euro- 
pean savings for two reasons: one being 
that goods entering into local consumption 
have not necessarily had the rise in price 
which characterizes products entering into 
international trade; and second, that the 
tise in living costs figured on the gold basis 
has not manifested itself to the same degree 
all the countries under discussion. 


At the close | 


As of April 31, 1926, there | 
were on deposit in the savings banks of | 
In this | 


deposits of | 
By the close of 1920, | 
the number of depositors had risen to | 
3,508,000 and the deposits to 1,506,000,000 | 
During this time the Belgian franc | 
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Measuring 


your security 


HE real security back of any given 


bond can 


be determined 


only 


through a judicious application of the 


proper 


measurements. 


Industrials, 


rails, public utilities, foreign bonds— 
all require experienced scrutiny. 


The National City Company has 
unusual facilities for measuring the 
values back of the bonds which it 
offers to banks. We will gladly send 
our regular monthly list of recom- 


mended issues. 


The National City Company 


National City Bank Building, Nez» York 
Offices in more than 50 Icading cities throuchout the world 


SHORT TERM NOTES 


On Seas to Stay 
(Continued from page 226) 


In the sale of tonnage to parties not 
engaged in foreign transportation, the 
achievements have been equally gratifying. 
Of utmost significance has been the devel- 
opment of the wonderful intercoastal fleet, 
furnishing transportation via the Panama 
Canal between ports on the East, Gulf and 
West Coasts of the United States. Prac- 
tically no service over this route existed 
after the close of the war, and to a major 
extent through the sale of Shipping Board 
tonnage there is now plying a fleet esti- 
mated at about 150 vessels of nearly 1,500,- 
000 deadweight tons. This route enjoys the 
benefits of coastwise restrictions against for- 
eign competition. The vast development of 
the western empire of the United States has 


ACCEPTANCES 


been promoted and assisted through the 
cheap and certain transportation which the 
intercoastal fleet provides, and in turn there 
has been a movement of lumber and food 
products from the West to the East un- 
paralleled in magnitude. 

There has been also the establishment of 
numerous coastwise lines largely through 
the sale of the smaller vessels built by the 
Shipping Board. Various private lines are 
now operated between New England, New 
York, Philadelphia and the Delaware River, 
Baltimore, Hampton Roads, South Atlantic 
and Gulf ports and the West India Islands; 
also between the various ports on the Pacific 
Coast. 

These smaller lines are most important 
units of our merchant marine, providing to 
a large extent for “feeder” services to the 
major points of foreign shipment. The 
gradual growth of these lines may be hoped 
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SAFETY SPIRIT EXPERIENCE CALIBER 
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57 Years of Seasoned Experience in 
every phase of banking service has 
qualified this bank to act for you 
as “A Thoroughly Satisfactory 
Chicago Correspondent.” 

We invite you to utilizethe broad experience, 


conservative counsel and sincere helpfulness 
which our correspondents uniformly enjoy. 


Craic B. HAZLEwWooD 
Vice-President 
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COMPLETENESS PRESTIGE 


to provide for much of the work of replace- 
ment upon which the American shipyards 
will rely; in fact, accomplishments in this 
direction have already been noted in an en- 
couraging degree by improved types of ex- 
press coasting liners constructed and under 
construction, largely with the assistance of 
the Board’s construction loan fund. 

With a view to stimulating the adoption 
of the most modern marine improvements 
particularly with regard to propulsion, the 
Board has encouraged the sale of certain 
types of its ships at a substantially nominal 
price to buyers who will undertake to im- 
prove the ships by conversion through in- 
stallation of Diesel engines*or other neces- 
sary alterations. Eighteen vessels, totalling 
about 125,000 deadweight tons, have been 
sold to private companies and converted by 


them to motorships, thereby giving support 
to the Diesel engine manufacturing business 
in the United States and adding an equiva- 
lent number of the most improved types of 
ships to the merchant marine. For other 
alterations and improvements more than 
forty ships have been sold, totalling nearly 
200,000 deadweight tons, thereby rendering 
operative vessels which might not otherwise 
ever have found commercial use. 


Must Improve Fleets 


HE competitive steamship trade may be 

likened to a horse race. We cannot en- 
ter a mule in a horse race with any hope 
of winning a prize, nor with certain types 
of our ships can we hope to secure the cargo 
which is most profitable upon the ocean. To 
continue the illustration, we have in the 


American stable a great many race horses 
The “Leviathan” is a veritable “Man 0 
War,” but we also have many mules which 
we are feeding. We must get rid of the 
mules and substitute the race horses, 

To do this will cost a great deal of money 
but the expense will not be comparable with 
the expense involved in continuing to use 
ten-knot coal-burning ships in competition 
with thirteen-knot ships propelled by oil- 
burning machinery. We are not the only 
nation using, so to speak, a mixed stable of 
horses and mules, but the foreign countries 
are rapidly scrapping the mules and substi- 
tuting race horses, and this country must 


do the same. 


; The important tanker fleet of the United 
States was materially expanded by the sale 
of nearly all of those of this type owned by 
the Board, numbering about seventy and 
totalling more than 600,000 deadweight tons 

The sale of the wooden fleet of 237 ves- 
sels for scrapping, and the disposal of un- 
completed hulls, barges and similar odd 
equipment numbering about 200 additional 
units, has relieved the Board of this burden 
and has enabled its major problems to be 
more clearly defined. The sale for scrap- 
ping of about 220 steel vessels which were 
considered surplus to the needs of the mer- 
chant marine has further assisted. 


Further Transfers Possible 


O what extent the Board will continue 
to transfer its shipping property to pri- 
vate capital for operation under the Ameri- 


| can flag cannot be prophesied. 


Those liner services which are more diffi- 
cult of successful development by reason of 
the highly competitive type of recently built 
foreign tonnage operating against them, 
might be rendered more attractive by plac- 
ing in operation the steamers which the 
3oard is converting to Diesel propulsion. 
The Board is pursuing all of these oppor- 
tunities actively. Fourteen large vessels now 
in process of conversion to Diesel propul- 
sion will be placed in operation on the 
highly competitive lines as soon as they are 
completed. 

It must not be forgotten that many of 
the Board’s vessels are now approaching ten 
years in age, or in general shipping practice 
one-half of their competitive usefulness. 
Replacement with equivalent or improved 
tonnage will become increasingly necessary. 
This latter consideration is most important 
with regard to the United States Lines, 
which operate the trans-Atlantic American 
passenger services. With but two modern- 
built vessels in this fleet in addition to the 
“Leviathan,” it is the intention and expecta- 
tion of the Board to develop very shortly 
whether private American capital can be 
attracted to this undertaking or what Gov- 
ernment plans must be made to insure its 
continuance. 

It appears quite possible that the vessels 
in the Board’s fleet over and above those 
needed for the established services, number- 
ing at this time less than 500, might in due 
course find buyers. Any material improve- 
ment in general shipping, coupled with the 
necessity of replacement and expansion, 
could be expected to absorb a very large 
proportion of such tonnage. Every possible 
means of encouragement is offered by the 
Board through liberal terms of payment to 
responsible parties. 
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Results Under 


(Continued from page 208) 


The savings depositor under neither the 
Oregon or California law is a preferred 
creditor of the bank assets as a whole. He 
does have a first and exclusive lien upon 
the assets of the savings department until 
paid 100 per cent. Any amount realized 
upon the assets of the savings department 
including the capital and surplus allocated 
to that department are used for the payment 
of savings depositors. Any balance after 
these claims are fully paid is turned over 
for payment of the commercial depositors 
and other claimants. The same is true of 
the commercial department. It is even con- 
ceivable, although very unlikely, that there 
would be a greater relative shrinkage in the 
assets of the savings department. In this 
case the commercial depositors would receive 
a larger dividend than the savings deposi- 
tors. 

It may be added that there does not ap- 
pear to be any weakening of the position 
of the commercial depositors because of de- 
partmentalization. The dividends received 
by commercial depositors in the depart- 
mental banks of Oregon average quite as 
well as in those having no savings depart- 
ment. A comparison of the number of bank 
failures and the amount realized by deposi- 
tors in California and Oregon banks with 
those in neighboring states supports the 
opinion that savings depositors do not re- 
ceive added protection at the expense of 
other depositors. 

While the departmental laws do not seek 
to make of the savings depositor a preferred 
creditor they do undertake to prevent his 
being made a deferred creditor. At present 
all savings banks or savings departments 
may require from thirty days to six months 
notice by a depositor of his intention to 
withdraw a part or all of his deposit. This 
right is seldom invoked even when a bank 
is in trouble since it would serve as a dan- 
ger signal to all demand depositors. But 
in a number of cases notice has been re- 
quired leaving the savings depositor helpless 
while the demand deposits were being drained 
away. 

The foregoing arguments in favor of de- 
partmental banking have been from the 
standpoint of the savings depositor and the 
social gain that would accrue due to the 
promotion of thrift and greater social stabil- 
ity. 


Features Favoring Bankers 


\VO arguments are presented which are 

expected to win the support of the 
banker. In the first place reserve require- 
ments are ordinarily lower for the savings 
department under a departmental law. [or 
instance, Oregon requires banks to maintain 
reserves of 15 per cent of the total deman« 
deposits and 10 per cent of time deposits in 
the commercial department. In the savings 
department, a reserve of 5 per cent only is 
required, one-half of which may be United 
States government bonds or balances with 
approved reserve agents. 

The principal argument that is directed at 
the hanker is that departmental banking will 
increase the volume of his deposits. In the 
West, California statistics are commonly 
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To Bank 


Executives 


How to Buy Accounts 


Your Name Here a 


UZZLED bank executives, seeking new 

and more effective ways to get new 

accounts, to keep old customers sold, 
have learned of a new way to do this double 
job with maximum satisfaction with 
minimum expense. 

This new way is so simple that many will 
not credit it with the big jobs it can do. 
But you can’t laugh off results! Hundreds 
of the biggest bankers in the country, the 
most conservative and shrewdest business 
men, have proved this method with the 
utmost results. 

This new way is the Autopoint Pencil. 
You use them to advertise your bank. Day 
after day, year after year, they stay where 


A new form of wasteless advertising that sells 

those you want to reach—that builds and main- 

tains good will—constant results that cost but a 
few pennies a year 


only physically but mechanically . . . it 
is so genuinely useful, so universally appreci- 
ated . . . that a man once given one 
will never give it up. 

_ Thousands of Autopoints have been used, 
in varying qualities and kinds, with firms’ 
names stamped upon their barrels, to carry 
the message of better results, of more 
economical advertising. 


Autopoint is the only pencil made of 
Bakelite, the featherlight, Gibraltar-strong 
composition that comes in the widest range 
of beautiful colors and effects. 

There are no screw threads to break, no 


you put them—a constant reminder of your 
vol- 


service—your bank. To build your 
for you. 


Beautiful “Balanced” Pencils 


Autopoint ts so inherently attractive, not 


Autopoint’s 
3 Big Exclusive Features 


Cannot “jam”—protected by an 


exclusive patent. 


Bakelite barrel—onyx-like, 
weight material — cannot 
split, tarnish or burn. 


But simple 


No repairs, no bother. 


For Bank a 
Executives Only a 


sample Autopoint 


AUTOPOINT COMPANY 

1619 Ravenswood Ave., Chicago, Ill. 
Without obligation, please rush 

Pencil, your business-building gift proposition, prices of 

pencils and stamping, and full information. I attach & 

»Susiness card or letterhead. 

Name 

Position 

Company 

Address 

J.A.B.A.10-26 


fe 


light- 
dent, 


moving part. 
Nothing complicated to go wrong. 


cited in support of this contention. It is 
shown that the total deposits of state banks 
and trust companies in California have 
grown from $394,000,000 in 1909 to over 
$2.000,000,000 by the end of 1925. The 
savings deposits alone were $1,363,013,870 
in September, 1925. The per capita savings 
deposits in all reporting banks of California 
were $386.23 in June, 1925, the highest of 
any state outside of thrifty old New Eng- 
land. 

These statistics reflect a well-deserved 
feeling of confidence in the condition of the 
banks of the state. But on the other hand 
statistics of this kind cannot be treated un- 
critically. Allowance must be made for the 
large influx of retired farmers, business and 
professional men and other persons who 


doubtful mechanism to jam. In fact, Auto- 
point exclusively uses a ‘‘one-moving-part” 
mechanism that is unqualifiedly gyaranteed 
for the life of the pencil. 


Send the Coupon Now—for Yours 


There is a grade of Autopoint for every 
use—a size for every need. See them at 
any stationer’s. Executives of banking in- 
stitutions are invited to mail the coupon 
NOW for attractive Autopoint with their 
name stamped on it, and interesting new 
literature and price list. There’s no obli- 
gation. 

Learn NOW about this amazing new road 
to profits—a way to advertise for many who 
bave considered advertising too costly for 
their business. 


he Better Pencil” 
Autopoint Company 
4619 Ravenswood Ave. 


Chicago, Illinois 


Clip the Coupon and 
Mail NOW! 


have brought a vast amount of liquid capi- 
tal into California in the past fifteen years. 
These favorable economic conditions cannot 
be ignored. Nevertheless there are strong 
reasons for believing that departmental 
banking has been an important contributing 
factor. The advertising value of the term 
savings is closely restricted for state banks 
to those conforming to the savings bank law. 
At least one national bank has included the 
words “national trust and savings bank” in 
its title presumably because of the popular- 
ity of the term “savings bank.” Postal sav- 
ings for the entire state of California are 
only $2,644,572, which is in striking con- 
trast to certain other western states where 
the people have become somewhat ‘bank 
shy” due to heavy failure losses. 


the \ 77 _ A beautiful sample 
_ W Autopoint Pencil 
— 

| in | | = Sr 
nly | Wd) 
ust | 
ited 
sale 
by 
and | 
ns 
un | 
odd | 
ynal | 
den | 
be | 
ap- 
er- 

nue 
erl- 

fi 
el 
uilt 

lac- 
the ij 
or- i 
ul- | 
the 
re 
of 
ten 
ved SS 
ry. \Dakelite 
es, 
the 
ta- 
tly 
be 
OV- 
its 
sels 
ose 
er- 
jue 
ve- 
the 
on, 
rge 
ble 
the 
to 


AMERICAN BANKERS ASSOCIATION JOURNAL October 1926 


Polishes As Well 
As It Scrubs! 


Here is a machine you can use to wax and polish a linoleum 
or wood office floor or to scrub a tile corridor, marble bank 
floor or floor of any kind. 


The FINNELL Electric Floor Machine is one of the handiest 
all ’round pieces of equipment ever used in an office building. 
It is large enough to work rapidly over large areas. It is 
light enough to be as easily operated by a woman as by a 
man. Yet it applies a scrubbing pressure of 33 pounds, which 
may be increased for polishing up to 50 pounds. It goes into 
corners, between desks, under anything with 6 inches clear- 
ance above the floor. 


There are several models of the FINNELL. Whatever the 
size of your building, there is a FINNELL adaptable to your 
needs. Write for booklet, “Your Questions Answered by 
Users.” 


FINNELL SYSTEM, Inc. 


1210 N. Collier Street, Hannibal, Missouri 
Floor Machine Headquarters for 20 Years 


DISTRICT OFFICES IN PRINCIPAL CITIES OF U. S. 
STANDARD BANK BLDG., OTTAWA, ONT., CANADA 


FINNELL @. 


ELECTRIC FLOOR MACHINE 
Tt Waxes \It Polishes It Sands< It Scrubs 


Many objections are raised against de- departmentalize within thirty days without 


partmental banking—some trivial, others inconvenience. 


having real weight. The objections that Under the Oregon and California laws, 
appear to the writer to have most sig- the banks can loan on farm lands or local 
nificance in blocking departmental banking real estate. They can make secured loans 
legislation are: first, that departmentaliza- to individuals and discount a limited amount 


tion will divert money from local loans to 
outside investments, and second, that added 
cost and expense would be involved. 

The country banker especially protests 
that he would be forced to invest in bonds 
and outside paper to the detriment of his 
own community. The extent to which the 
individual bank would need to change its 
investments depends upon its present policy 
and local conditions. Certain country bank- 
ers have assured the writer that they could 


of high grade commercial or agricultural 
paper where the maker can show at least 
a two to one current ratio. These restric- 
tions do not seem onerous but nevertheless 
it represents a very real objection in the 
minds of the bankers. 

A second very general objection raised 
against departmentalization is the added cost 
involved. The country banker especially 
feels that the result would be to materially 
reduce his profits. A large number of 


country banks do not find the savines de- 
partment profitable under national or state 
laws which do not require separation of 
departments. If forced to departmentalize 
it is assumed that the earning power would 
be reduced since the yield on high erade 
bonds is less than the interest charged upon 
local loans. At the same time some added 
expense would come from maintaininy sep- 
arate departments. 


Small Banks Hit 


EVERTHELESS the possibility exists 

of smaller banks dispensing with the 
separate savings department entirely if they 
find it burdensome or unprofitable. In Cali- 
fornia, departmental banking is almost uni- 
versal. In Oregon, on the other hand, ap- 
proximately 40 per cent of all state banks 
do not maintain savings departments. Most 
of those without savings departments do 
report time certificates of deposit, which 
may be taken in the commercial department, 
It should be added, however, that almost 
exactly the same proportion of national 
banks in Oregon according to the Comp- 
troller’s report, do not maintain separate 
savings departments although they may do 
so without segregation. 

Texas has had only from thirty to forty 
state banks with segregated assets and re- 
stricted investments. These are practically 
all city banks. 

Since California is the principal branch 
banking state and also the leader in depart- 
mental banking many persons regard the 
two as associated forms of banking devel- 
opment. Opponents of branch banking de- 
nounce departmental banking because they 
contend that it will inevitably lead to branch 
banking. California is the only one of the 
states providing for segregation of savings 
assets which has any considerable develop- 
ment of branch banking. Her sister state, 
Oregon, prohibits all forms of branch bank- 
ing. 

The only argument advanced to support the 
contention is that segregation limits funds 
available for local loans and thus favors the 
large branch bank which can shift its com- 
mercial funds where most needed. The 
writer sees no connection between depart- 
mental banking and branch banking except 
that both are practiced by California banks. 

A very practical objection to department- 
alization in some states during the post-war 
period has been the large amount of bor- 
rowed money. 

If the local sentiment for departmental 
banking is strong, the bankers would do well 
to assist in securing the passage of such a 
law at a time when the readjustment can be 
most easily made and when a truly con- 
structive law is possible. Otherwise it may 
be forced upon them under onerous condi- 
tions. Even worse, radical and unsound 
projects may be the alternative. 


Segregation Is Sound 


io the opinion of the writer, separation of 
capital and assets . between commercial 
and savings departments is sound in_prin- 
ciple and has worked out successfully i 
practice. It is a natural outgrowth of the 
departmentalized type of banking institution 
and the rapid increase in savings deposits 9 
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WEAR-PROOF MATS cost less because they NEVER WEAR OUT. 
It is a fact that they will outwear any other kind of mat. They are made 
to give 100% service and SATISFACTION. What more can you get 


in a mat? 


Clean—Safe—Sanitary 
You can put a WEAR-PROOF MAT anywhere—in the en- 
trance, lobby, corridors, elevators, on the stairs—anywhere, with 
the positive assurance that they—-Will Catch All of the Dirt— 
Are More Sanitary—Prevent Wear of Floors—Prevent slipping 
and always be neat and clean. If you want that kind of positive 
mat satisfaction and everlasting wear—write for our FREE 
illustrated book which shows the many economic uses for this 


wonderful mat. 


2164 Fulton St. 


WEAR-PROOF MAT CO.,, 


i 


commercial banks. Since commercial and 
savings banking differ in certain important 
respects there is a fundamental reason for 
segregation. 

The growing volume of time and savings 
accounts has placed a new obligation upon 
the commercial banker. He is today direct- 
ing the investment of billions of dollars 
which have been looked upon as normally 
intended for meeting the long time needs 
of the community. Side by side with the 
growth in time deposits in the commercial 
banks has been a corresponding increase in 
the investments of the banks. On June 30, 
1925, the national banks reported $5,730,- 
444,000 of investments and $5,744,300,000 of 
time deposits. At the same time the state 
banks and trust companies including stock 
savings banks held $6,283,352,000 of bond 
investments and $7,837,395,000 of time de- 
posits. Bankers are grasping the signifi- 
cance of the growing volume of time de- 
posits and shaping their investment policy 
accordingly. 

It is not urged that every one of the 
forty-eight states should immediately revise 
their banking codes to require departmental- 
ization nor does the writer believe it wise 
to undertake to secure an amendment of 
the national banking law providing for 
departmentalization. 

lor three successive sessions Congress has 
been deadlocked on the McFadden bill, 
which contains many urgently needed re- 
forms, because of certain controversial is- 


sues. No grounds for further differences 
of opinion should be added at this time. 
One section of the bill would extend the 
time of city mortgages from one year to 
five years. Farm mortgage loans may al- 
ready be made by national banks for a five 
year term. Real estate mortgage loans are 
the premier investment of savings banks and 
insurance companies. The trend in the na- 
tional banking law has been to emphasize 
the difference between time and demand 
deposits. Eventually departmental banking 
may be adopted for national banks. 

What is urged is a careful study by the 
bankers themselves’ of the experience’ with 
departmental banking. Savings bank legis- 
lation is especially needed in the West and 
South. In those sections mutual savings 
banks are relatively undeveloped. The de- 
posit guaranty experiment has_ generally 
ended disastrously. Heavy losses due to 
bank failures have been experienced and 
better legislation is being demanded. 

The best way to get this legislation is to 
follow the example of Oregon of appointing 
a banking code commission made up of ex- 
perienced forward-looking bankers; give the 
commission ample time to make an adequate 
study and to present the proposed code to 
bankers, lawyers, business men and the gen- 
eral public for criticism and constructive 
suggestion. It is not to be expected that 
every state would decide, as did Oregon, in 
favor of a law providing for complete de- 
partmental banking. But it is contended 
that no constructive study is complete unless 


Rare coin book, 50c. Send $2.00 for old 

U. S. coins. The collection includes Yac. 

piece, large cent, 2c. piece, 3c. piece silver, 

3c. piece nickel, half dime silver, 10c. piece 

early date, 25c. piece 50c. 

piece early date. Guttag Bros., 16 Ex- 
nge Place, N 


it includes a careful analysis of the Cali- 
fornia and Oregon departmental laws and 
the experience under them. 


Function of Banking 
(Continued from page 201) 


buying power through adding an excessive 
cost for credit to the actual cost of the 
goods. The extra charge for credit is not 
always excessive, but sometimes it runs as 
high as 30 per cent. The trend in manu- 
facturing is toward lower prices, better 
goods, and the payment of higher wages— 
that is, higher real wages, for only pro- 
ductive wages may continue to be paid. If 
now these credit schemes come in between 
the consumer and the manufacturer, add- 
ing very materially to the price of goods, 
the market will be choked just as surely as 
though the manufacturer had raised prices. 
This long-term consumer credit is something 
new in the world and it will bear watching. 
There is, to repeat, plenty of planning 
and work for all of us. Everything is in 
a stage of development. Banking undoubt- 
edly for it is not yet fully in tune with 
progress. Perhaps none of us are. 
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Today’s acorns are tomorrow's oaks. 


Capitalists 
Cfomorrow 


This year’s 


tiny, one-room workshop is the great and throbbing 


industry of one, two or ten years from now. 


The 


march of time is the march of progress, and those 
who lead in the march are those to whom today is 


not self sufficient. 


HE First National Bank deals in a present which is 
built upon the past and pointed toward the future. Its 
past comprises 62 years of faithful service to the busi- 
nesses and industries of Detroit—a service which has played 
an integral part in the evolution of a once sleepy little town 
into the greatest industrial city of the world. It is upon the 
solidity of this successful past that the corner stone of the 
present is laid. That is why the capitalists of the past relied 


with confidence upon this institution. 


That is why the cap- 


italists of today transact such a tremendous volume of busi- 


ness through it. 


And that is why the capitalists of tomorrow 


are today building the close bond and association which will 
in the future enable them to utilize to the fullest the resources 
and experienced knowledge of the First National Bank. 


It is not the 


institution. 


that business is striving. 


magnitude of the 
business which attracts the attention of 
It is rather the goal toward which 


individual 
this 


Constructive banking 


service is available to every commendable enter- 


prise. 


BANK 
CENTRAL SAVINGS BANK 
| FIRST NATIONAL Co. 


Changing Standard 
(Continued from page 218) 


The New England states afford a strik- 
ing contrast. Only one new small bank has 
been given a state charter in Rhode Island 
during the last ten years. In Vermont there 
has not been an application in the last three 
years. In Maine no new banks or trust 
companies have been asked for since 1924, 
but a few branch banks have been author- 
ized. In Massachusetts the Commissioner 
of Banks points out there is one trust com- 
pany to each 44,087 people and one na- 
tional bank to each 26,736 people—or one 
commercial bank to each 16,643 people. 
There is one mutual savings bank to each 
21,144 people. 


Striking an average for the whole coun- 
try, there is one bank to every 4144 people. 


Odds Against Group Seeking 
Bank Charter 


U is not possible to state accurately what 
the odds are against those who seek to 
start a new bank, for the reason that, un- 
less there is a reasonable chance for a char- 
ter being granted, the application is not for- 
mally tendered. As a rule, the organizer 
discusses the matter with the commissioner 
or the banking board before taking this 
step, and if the preliminary conferences 
clearly indicate the authorities will not en- 
tertain the proposition, it is not pressed. 
From the data that are available, it appears 
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that only about one formal application in 
every three is granted. In California, where 
the requests have been numerous for sey- 
eral years, only eight out of sixty formal 
applications were acted on favorably dur- 
ing 1925, while only four out of twenty- 
seven petitions were granted during the first 
half of this year. In New York, where the 
Bank Commissioner recently said there 
seemed to be “a mania” to get in the }ank- 
ing business, not more than one in ten ap- 
plications of those tentatively made is sanc- 
tioned. 

Perhaps no better statement of the gen- 
eral attitude of the banking authorities could 
be expressed than that stated by the Super. 
intendent of Banks in California: 

“Under the law of California a charter 
is supposed to be granted only: to serve the 
public convenience and advantage,” he states, 
“In the opinion of the department, it is 
essential that an adequate showing of the 
need of additional banking facilities be made 
before a permit will issue. It is also our 
opinion that the bank must have a reason- 
able prospect of success, since we do not 
believe it for the public advantage to estab- 
lish banks which will prove weak. That 
is to say, the general question of public con- 
venience and advantage cannot be _inter- 
preted merely in accordance with the possi- 
ble convenience of a few depositors, but 
must embrace the larger question of the gen- 
eral banking situation and the establishment 
of a bank which has little prospect of suc- 
cess can only tend to affect the general 
situation adversely. The preliminary ex- 
amination should involve not only the ques- 
tion of whether additional banking facilities 
are necessary, but whether the proposed set- 
up is satisfactory with respect to personnel 
and financial responsibility. 

“Unquestionably a policy predicated upon 
a sound conception of the broader meaning 
of public convenience and advantage, and 
involving careful investigation of all appli- 
cations, should materially reduce the number 
of bank failures.” 


Over-Doing Skyscraper 


(Continued from page 222) 


assured for a period of years to come. The 
building should also be efficiently planned so 
as to return the largest net rental revenue 
per square foot of space. 

In developing property thought must be 
given to the possible business district shift- 
ing. In that connection, I am reminded of 
the neighborhood of Canal Street in New 
York. For many years banks lent money 
in that vicinity, as they felt their money 
was safe there. However, over night the 
mercantile district shifted to Fourth and 
lower Fifth Avenues. The banks found that 
in some cases their mortgages were for 
more than 100 per cent of the value of the 
property. The lesson to be learned from that 
is that watching the probable shifting of 
the business district is of more vital signi- 
ficance to the investor, or property owner, 
than all the renting and operating problems 
combined. 

A building begins to be obsolete from 
the day its doors are opened. The prog- 
ress of modern times goes on. Some 
bond houses claim the owners and mana- 
gers are trying to protect the old buildings. 
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Possibly they are, but not entirely. I have 
heen told that in some cities, if all the old 
buildings were emptied entirely of their 
tenants, they would not fill the new struc- 
tures that have been erected. 

It is interesting to note that in the pros- 
pectuses issued by some bond houses no 
allowance is made for these two important 
factors—obsolescence and depreciation. It 
has also been remarkable to me how few 
owners and managers are allowing for ob- 
solescence and depreciation in the determin- 
ation of income, for no matter how much 
the appreciation, it does not offset deprecia- 
tion. 

In analyzing some of these issues on old 
buildings we find that the bond issues are 
from fifteen to twenty-five years, though 
in each case the buildings are now all 
twenty years and older. In fact, two build 
ings that have come to my attention were 
built thirty years ago. 

The appraisals are made up as follows: 
The appraisal of the land is made by a real 
estate appraiser and the appraisal of the 
building by a firm of architects. I do not 
know what is meant by the architects’ ap- 
praisal of the building. I presume they 
mean the replacement value of so much 
brick, stone, etc. The building certainly 
has no such salvage value as the architects 
have quoted. 

The gross earnings are given for the year 
previous, regardless of the fact that at 
present these buildings are enjoying high 
rents, due to old leases made at war prices 
that have not expired and due to the fact 
that some of the newer buildings have not 
hegun to have their effect. In my opinion, 
the only fair method of determining the 
profitable earnings of these properties is to 
estimate what the probable rental income 
and expenses will be in the future rather 
than in the past, taking into consideration 
the obsolescence of the building and the 
competition of the new and more modern 
structures. 

How do the houses of issue reconcile their 
statements when they tell us that the old 
buildings must expect to be replaced by the 
newer and more modern structures, that 
tenants will move and pay more for up-to- 
date space, then turn about and write an 
issue for fifteen to twenty-five years on a 
building that has about outlived its economic 
value on an appraisal not based on probable 
earnings ? 


Excessive Appraisals Made 


XCESSIVE appraising is possibly the 

most dangerous of all factors in dealing 
with over-production. Note the different 
kinds of appraisals that have been shown 
on the propaganda issued in the sale of some 
real estate bonds. For example, I have no- 
ticed that the appraised value of the project 
is being shown as the estimated cost of the 
building plus the appraised value of the 
land, the total being the appraised value of 
the property. The land is appraised by a 
real estate appraiser and the estimated build- 
ing cost by an architect. This, to my mind, 
is ridiculous, as no building is worth more 
than it can possibly earn over a term of 
years, regardless of whether its door knobs 
are gold plated and its elevator cabs made 
of platinum. 

IT also heard of a new building which was 


Leading 
Bankers 


This banker says: “Credit Insurance is becom- 
ing more and more valuable. In our statement 
form, we ask all of our customers whether or not 
their accounts are insured against losses. We 
highly recommend credit insurance to all of 
them.” 


Another banker writes: “I believe any banker 
who discounts receivables for a customer feels 
that they are a safer risk if the customer carries 


Credit Insurance 


“In checking over statements with a cus- 
tomer we always ask if he carried credit insur- 
ance. Anything that assists or guarantees pay- 
ment keeps a customer’s credit.” 


For 32 years American Credit Insurance 
has been safeguarding the book accounts of 
thousands of Manufacturers and Wholesalers 
throughout the United States and Canada. 


CThe AMERICAN 


CREDIT~ INDEMNITY Co. 
OF NEW YORK J. F. M° FADDEN, presipent 
Offices in All Leading Cities 


New York, St. Louis, Chicago, Cleveland, Boston, 
San Francisco, Philadelphia, Baltimore 
Detroit, Atlanta, Milwaukee, Etc. 


appraised and erected on the assumption the improvements. It should be made certain 
that it would be rented for twenty years at that the property has sufficient earning 
100 per cent occupancy. That is a fallacy power not only to meet its interest but to 
> our rental surveys show that the 
average vacancy of an office building is 10 
per cent over a term of years. The first our statements is that amortization takes 
year a building does not average more than 
a 48 per cent occupancy. How can a build- might be a little too generous and protect 
ing that is figured on a 100 per cent rental the bond holder. But how can amortisation 
for twenty years prove a financial suc- 


rent is coming in? 


It is necessary to amortise real estate 
bonds and mortgages, as buildings depre- Surety Company Guarantees 


pay down the principal as well. 
One argument that is offered to refute 


care of some of these over-appraisals that 


be paid when there are no tenants, when no 


ciate and neighborhoods often change for 
the worse. Amortisation charges should be 
paid out of earnings, and the principal on 
the mortgage or bond issue should be paid 
down as fast as the rate of depreciation of 


OR those investing in real estate securi- 
ties, it has been said that surety com- 
pany guarantees are a pretty good thing and 
that they protect the bond holders. How- 
ever, I do not believe that real estate bonds, 
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uneconomic construction and makes for 
wastefulness in erection costs. The build. 
ing propositions which will endure *re those 
with a greater margin of safety. This mar. 
gin must be taken up by stockhol ers’, not 
bondholders’, ‘money. In other w: cds, we 
must face the necessity of greate: elastic- 
ity in financing buildings. To a omplish 
this I advocate the plan of one-half bonds 
plus _one-quarter preferred stock and the 
remainder common stock. 

Re CONNECTICUT question of over-production? Why not 
Springheld, Ness take advantage of some of the existing 

statutes as was done in Chicago recently? 

Three officials of an office building corpora- 
tion were brought to trial last February in 
Chicago for “issuance and sale of bonds se- 
cured on real estate, when the real estate js 
not worth enough to pay for the bonds.” 
The Judge found this to be a violation of 
the Illinois Blue Sky Law. One of the 
men was sentenced to four months in jail 
and fined $1,000, and the other two were 
sentenced to thirty days and fined $500 each. 

According to the Assistant State Attor- 
ney, the case set a precedent where sellers 
of bonds not sufficiently guaranteed by real 
estate were prosecuted under the Blue Sky 
Law. He said that it would be a warning 
to many large and small companies which 
were attempting to over capitalize the build- 
ing industry. 

I do not care to be put down as an alarm- 
ist, but with the constant business district 
shifting, with these excessive appraisals, 
and with the building of unneeded structures, 
there is something bound to happen, which 
may mean the loss of the investing public’s 
confidence in real estate. © 


Tests to be Applied 


(ante, enon? UT what are the tests that may be ap- 
THIRTY $2000 | plied to determine whether or not an 

(Peoria or San Leandro) | office building is needed in any city? 
SIXTY $<000 | It is the judgment of the owners and 
( Peoria or San Leanary) managers of these structures from all parts 
of the country, as expressed in a resolution 
adopted by the recent convention of the 
National Association, that building opera- 
New York Office: 50 Church Street tions for rental purposes should be entered 
Successor to upon and invested in only after five condi- 

BEST c. L. Best The Holt Manufae- HOLT Cheaper tions have been satisfied: 

— Sey 1. That the normal growth of the city re- 
quires more space, and that vacancy now 
existing is insufficient to care for the nor- 
mal demand for a period of two years; 

2. That a vacancy survey has been made to 
see what competition is already in the 
field ; 

. That a thorough study of the proposed 
building plans-has been made by compe- 
tent building managers to ascertain if the 
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NATION-WIDE SERVICE 
for “Caterpillar” owners 


Within your convenient reach is a “Cater- 
pillar” dealer through whom you can quickly 
get necessary replacement parts and satisfac- | 

tory service. 


Parts are available for “Caterpillar” 5-TON . 


Tractors of any age or size. 


\“Caterpillar” Tracto: 
Prices 
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$1850 | 


$3250 | 


There is a “Caterpillar” Dealer near you 


CATERPILLAR TRACTOR CO. 


Executive Offices: San Leandro, California, U.S. A. 
Factories: Peoria, Illinois - San Leandro, California 


Better + Quicker 
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insuring against failure or default, have 


of about one-quarter more, plus a specu- 


been on the market for a sufficient length of 
time to determine their value. It had long 
been the practice of the “old line” mortgage 
houses to afford investors a guarantee of 
principal and interest, such guarantee being 
written by subsidiary companies formed 
especially for the purpose. The guarantee 
of real estate bonds by surety or insurance 
companies not subsidiary to the issuing 
house was an adaptation of this plan. 

In some cases surety company guarantees 
may be all very well, but I advocate as 
safe building financing an investment bond 
issue secured by a first mortgage of not 
more than one-half of the real value of 
the property, plus a preferred stock issue 


lative.-common stock issue for the remain- 
der. This is a plan in the best interests of 
the building properties themselves and pri- 
marily in the interest of the security hold- 
ers, the investing public, and finally for the 
good of the bankers and bond houses. 

I condemn the schemes of financing the 
whole cost of building enterprises by bond 
issues, with a thin margin of ownership 
equity. It is unscientific, loaded with dan- 
ger and riding for a fall. It necessitates 
future high rents, always to be maintained 
at the present high market. It foretells 
sudden changes of ownership and manage- 
ment at the next shrinkage which is bound 
to come. It unduly stimulates hasty and 


proposed building is economically suited 
to the purpose intended, and the probable 
cost of operating set forth; 

. That the proposed building is needed to 
satisfy a natural growth of the commun- 
ity, and can exist in a condition of sol- 
vency. 

. That statements based on the estimated 
income of such property have been care- 
fully investigated, that attention has been 
given to the appraisal of the property 
and to the experience and standing of the 
appraisers; whether the fee title or 4 
leasehold is the underlying security, and 
if the management of the property 1s to 
be in experienced hands. 
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Investing Assets 
(Continued from page 236) 


would show a proper position if its invest- 
ments of depositors’ funds stood: Cash, due 
from banks, exchanges, U. S. government 
securities, 25 per cent; other bonds, 10 per 
cent; loans and discounts, 65 per cent. These 
percentages, of course, are based on the 
theory that the loan and discount figure is 
in proper liquid condition. 

As a matter of fact, the liquidity of a 
well-conducted bank is reflected in the con- 
dition of its loans and discounts. In easy 
money times, as well as in times of stress 
and over-expansion, it is the use to which 
the loans and discounts account is put that 
reflects the policy of the management and 
determines to what extent the bank is liquid. 

As to whether 65 per cent is the proper 
percentage for loans and discounts, it ap- 
pears rather significant that the average of 
8000 banks is 65.88 per cent of deposits, and 
that 36 banks in central reserve cities show 
63.86 per cent; 363 banks in reserve cities 
show 65.98 per cent; 7601 banks in outside 
communities show 66.85 per cent. 

It is obvious that certain sections at spe- 
cific periods of the year run considerably 
over this percentage and yet maintain a 
proper liquid position because of the fact 
that their loans and discounts are eligible 
at their Federal Reserve Bank. 

The test of liquidity ordinarily will sim- 
mer down to policies and methods employed 
by the individual bank in granting credit 
and the attitude toward these loans after 
they have been made. 

A questionnaire was addressed to the 
commercial banks to develop opinions as 
to policies and methods used to keep loans 
and discounts in a liquid condition. 

To the question: “In granting preferen- 
tial interest rates to borrowers, is eligibility 
of paper for discount with the Federal Re- 
serve Bank an influential factor?” 31 an- 
swered “Yes,” 6 “No,” and 6 “Both.” 

Thirty banks carried commercial loans on 
a discount basis, two on an interest basis 
and eight on both. 

Twenty-nine banks insist, as a general 
rule, that borrowers clean up every twelve 
months; fourteen “urge” them to do so, and 
a lone bank does not. 


Fourteen banks state that on slow loans, 
as a general rule, they apply an increased 
renewal interest rate to stimulate the clean- 
up; twenty do not, and six respond that they 
do in some instances. 

It was interesting to note that five banks 
consider four times a proper unsecured an- 
nual loan turnover; one bank says six times, 
and another thinks one turnover is adequate. 

The provision for proper liquidity of loans 
and discounts rests really on basic princi- 
ples. In granting credit, the loans should 
be made upon the basis that the chief pur- 
pose of the bank is to “maintain financial 
security and stability,” and that there should 
be evident “sufficient security to insure 
Prompt payment of interest and principal.” 
There is always present the responsibility 
of returning to the depositor his. funds. 

After the loan is made and renewals are 
asked, then intelligent and firm persistency 
Must be used to prevent freezing. The par- 
ticular methods to be employed must rest 
with the individual banker. 


—24th in deposits 
stands The Marine 


The United States 
has 30,000 banks 
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m™ MARINE 
TRUST COMPANY 


OF BUFFALO 


Resources more than $200,000,000 


Letters From a Banker to His Son 
(Continued from page 232) 


B. V. D.’s. As a matter of fact, you’ve got 
to be cold-blooded at times and have enough 
backbone to say “No!” occasionally or, I 
might say, frequently, otherwise you're 
mighty apt to have somewhat of a pro- 
tracted visit from a representative of the 
Banking Department, and I’m not referring 
to the regular examination either. If you’ve 
got any impediment in your speech when it 
comes to saying “No!” the sooner you get 
out of the banking business and into some 
other line where the little word isn’t needed, 
so much the better off you'll be. 

Then there was another note I’ve thought 


about a good deal, but I can’t seem to 
remember the maker’s name just now. I 
think it was for $100, and when your di- 
rectors asked you about it you admitted 
that you didn’t think any too much of the 
borrower, but said you just had to make 
the loan because he was the business agent 
or something or other of the can fillers’ 
union, and if you turned him down you'd 
lose the business of all of the union men 
in the factory. 

In other words, you made a bad loan with 
your eyes open for fear you might lose a 
few customers if you didn’t make it, and 
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Individual Investors 
and Institutions 


are more and more turning to Federal 
Home Mortgage Company Bonds 


FIRST, Because Federal Home Mortgage 
Company Bonds are free from risk. Prin- 
cipal and interest are protected by every 
possible safeguard including the highest 
type of Real Estate Mortgage Security 
and the unconditional guarantee of a 
great Surety Company with assets of 
over thirty-five million dollars. 


SECOND, Because Federal Home Mortgage 
Company Bonds yield steady income from 
date of issue to maturity at a higher rate 
or interest than can be obtained from 
other investments of comparable safety. 


THIRD, Because Federal Home Mortgage 
Company Bonds are constant in value, 
not affected by market fluctuations and 
not speculative in any sense. 


Issued in coupon form in denominations of 
$500 and $1000 in maturities, of five, ten, 
and fifteen years. 


Federal Home Mortgage Company 


First Mortgage Collateral 
544% Gold Bonds 


Empire Trust Company, New York City, Trustee 
Guaranteed by the National Surety Company 


Distributed to investors through the follow- 
ing established Banks and Investment 
Houses to whom inquiries should be 
sent: 


GRAND RAPIDS NATIONAL BANK 
Grand Rapids, Michigan 
PORTER, ERSWELL & CO. 
216 Middle Street 
Portland, Maine 
HAYDEN, VAN ATTER & CO. 
Buhl Building, Detroit, Michigan 
W. H. STOUT & COMPANY R. W. EVANS & CO. 
7 St. Paul Street 7 Wall St., New York City 
Baltimore, Maryland 223 Fourth Avenue 
Pittsburgh, Pa. 
PALMER BOND & MORTGAGE CO. 
Walker Bank Building, Salt Lake City, Utah 
ARNOLD AND COMPANY R. H. ARNOLD CO. 
1010 Vermont Avenue 120 Broadway 
Washington, D. C. New York City 
GEO. L. SIMPSON & CO. 
American Exchange Bank Building 
Dallas, Texas 


Descriptive folder will be mailed upon request 
Inquiries from banks and dealers invited 


R. H. ARNOLD CO. 
Established 1895 


120 Broadway Fiscal Agents 


New York City 


right there is where you were looking 
through the spy glass wrong end to. I take 
it from what you told your board that this 
fellow is no good and that you don’t expect 
to get your one hundred back. If this is 
true, and he is no good, there’s no one 
knows it better than his union brothers at 
the factory, and the chances are when they 
find out you’re loaning their money to fel- 
lows like that they’ll begin to wonder just 
how many loans of that kind you’ve got in 
your bank, and they’ll be a whole lot more 
liable to quit your bank on that account 
than if you had turned him down. 

And another thing they’re going to won- 
der about is just how much truth there is 
in the slogan, “Save safely here,” that 
you’ve been using on the pay envelopes 
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Head Office: 
LONDON, E.C. 3. 


Over 1,650 Offices in England & 
Wales, and several in India, 
Burmah and Egypt. 


(31st December, 1925.) ($5=41.) 
DEPOSITS, &c. $1,.693,355,035 
ADVANCES, $216,653,630 


The Bank has Agents and 

Correspondents throughout the 

British Empire and in all parts 

of the World, and is closely 

associated with the following 
Banks :— 


The National Bank of Scotland Ltd. 
Bank of London & South America Ltd. 
Lloyds & National Provincial Foreign Bank Ltd. 
The National Bank of New Zealand, Ltd. 
Bank of British West Africa, Ltd. 

The British Italian Banking Corporation, Ltd. 
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you’ve been supplying the canning factory 
with, and my guess is they’ll come to the 
conclusion that their savings aren’t so safe 
after all if you turn around and loan them 
out to such fellows as the one I’ve just 
mentioned. 

There were ten or a dozen more of these 
small notes all pretty much the same, and 
I'll be surprised if you don’t have trouble 
in collecting them. Of course they’re all 
small amounts, but when you add them all 
together, and while you’re at it you might 
as well include the Potter note, it may mean 
the difference between a dividend and a lot 
of disappointed stockholders, and you'll have 
to admit that it’s a pretty good idea to keep 
them in good humor. 

I imagine that by this time you’ve prob- 
ably gathered the idea that I’m not alto- 
gether satisfied with some of the loans 
you’ve been making; anyway, that’s the im- 
pression I meant to give you when I started 
in on this letter, and unless there’s a de- 
cided improvement by the time your board 
meets again, it’s more than likely you'll find 
yourself back here in Petersburg in your 
father’s bank taking a sort of summer-school 
course in banking, so to speak. That would 
hurt my pride more than it would yours, 
but I’d rather have my pride skinned up 
a bit than to have the Clinton bank loaded 
up with a lot of these “frozen loans” you 
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hear so much about today, and you’ve dead 
sure got a few that are not sweating any, 
or I’m no judge of credits. 


Keep Your Losses Down 


NE thing you’re going to have to bear 

in mind is that the banking business 
is in a class by itself. You've got just one 
thing to sell, your depositors’ money, and 
you haven’t any too much to say about what 
you get for it. As a matter of fact, rates 
are lower now than they’ve been for years, 
and the chances are they'll go still lower. 
And while interest rates are going down, 
the cost of running your bank is going up, 
and you haven’t a whole lot to say about 
that either. So if you’re going to continue 
in the banking business, and that’s really 
the plan I had in mind when I sent you out 
to Clinton, you’re going to have to keep your 
losses down, and you can’t get very far 
along that line if you take on such loans 
as I’ve mentioned in this letter. 

Some one has said that the easiest way 
to make both ends meet is to live on ox- 
tail soup and pickled tongue, and if you look 
at it one way it sounds reasonable, but it 
won't work out in a bank. You may have 
a fine cut stone building, marble fixtures 
and all that and a fancy brass sign over 
your door, maybe a chime clock, but after 
the foam is all blown off your bank is no 
better than the notes in your wallet. 

Speaking of notes just naturally reminds 
me of Pete Hazzard and a note he told me 
about several years ago. You know, Pete 
used to run a barber shop under the bank 
here when you were just a boy. Well, he 
was a thrifty sort of a chap and didn’t con- 
fine his activities altogether to scraping 
chins and trimming whiskers. He was quite 
a trader and was always on the lookout for 
a horse or cow, a buggy, wagon, used car, 
in fact anything he could buy at a bargain 
and sell at a profit. He seemed to get a 
lot of pleasure out of telling me of his 
trades, and one time when I was in his 
chair he told me something of his experi- 
ences in Oklahoma, where he lived before 
coming up here. He said: “I owned a shop 
under the First National Bank down there 
and the president of the bank was a mighty 
good friend of mine. He used to help me 
with my trades, and I have often borrowed 
as much as two or three hundred dollars 
from him on my unsecured note. He seemed 
to think a lot of me and had a world of 
confidence in me; in fact, I owed him $200 
when he sold his bank, and he reserved my 
note for himself.” 

Of course the Clinton bank isn’t on the 
market, at least not now, but if it should 
be sold today the chances are that before 
the deal could be closed it would be neces- 
sary for somebody to “reserve” the Wash 
Potter note for himself, and maybe some 
of these canning factory fellows’ notes too, 
and the reason I mention it here is that I 
want it clearly understood that the “some- 
body” will not be your father. 

You can’t let a man have your bank’s 
money simply because he’s a brother “Ante- 
lope” or belongs to your club, or because he 
sleeps in the same pew with you at church 
and expect to always get it back. You've 
got to judge a loan strictly on its merits 
and on the maker’s ability to pay, and when- 
ever you get away from these principles, 


—SOUND, BUARANTEED. 
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it’s only a question of time until you'll have 
an invitation to. run down to the Capitol 
and tell the Bank Commissioner why the 
notes shouldn’t be charged out, and that'll 
be 2 sure sign that you’re not running the 
kind of a bank I expected you to run when 
I sent you out to Clinton. 
Affectionately your father, 
JEROME BARTON. 


S.—If you’re going to have trouble with 

¢a borrower over a loan, the best time 
to have it is before the loan is made, other- 
wise you'll not only have trouble with the 
borrower, but later on you’re mighty apt 
to have a little trouble with your Board 
of Directors as well. 


Profits in Mining 
(Continued from page 216) 


them to reduce their overhead from what it 
would be had they closed down entirely, and 
that it saved their losing business to com- 
petitors. Moreover, stockholders wanted 
dividends, which could not properly be paid 
by a non-operating company. However, the 
best course for the mining stockholder in 
the long run is that if a metal cannot be 
sold at a profit because of temporary condi- 
tions it had better be left in the ground; it 
“keeps” there better than above ground. 
Other people have regarded this continued 
sale of copper, including large exports, at 
less than cost of production as a vast waste 
of our natural resources, and such it was. 
The suggestion was advanced that the gov- 
ernment establish control over the mining 
industry in order to check this exploitation, 
but this would be a far-reaching step quite 
contrary to American principles. Individ- 
ual producers would doubtless have _ wel- 
comed an arrangement to “cooperate” and 
thus limit output, as was suggested in the 
recent Federal Oil Commission’s report, but 
feared that such action might be construed 
as a violation of our anti-trust acts and 
render them liable to prosecution. So the 
industry struggled on with curtailments 
here and there, but whenever prices began 
to show an improvement and the outlook 
brightened, production was stepped up and 
the situation thrown out of balance again. 
At the present moment, due to unprece- 
dented large shipments, stocks of refined 
copper have been worked down to the low- 
est figures in years, as shown on the sec- 
ond chart, and the industry is in a strong 
statistical position from that angle. It 
should be noted, however, that stocks of 
blister copper, for which statistics are avail- 
able only since 1923, are still quite ample 
and at the beginning of September amounted 
to 259,593 short tons held by leading smel- 
ters and refiners in the United States and 
Chile, whose shipments run around 75,000 
tons monthly. This situation would lead 
one to expect that while a moderate firming 
up in prices in the near future is not at all 
unlikely, the heavy stocks of blister and 
the excessive producing capacity will pre- 
clude any permanent substantial advance, 
unless the entire industry undergoes a 
change of policy. The demand from auto- 
mobiles and building construction will prob- 


ably run lighter this fall, and foreign pur- - 
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Industrial Acceptance 


Corporation 


New York 
Capital & Surplus Over $7,000,000 


COLLATERAL TRUST GOLD NOTES 


(The National City Bank of N. Y., Trustee) 


The Notes of this Corporation are regarded by a nation-wide 
banking clientele as appropriate and attractive investment 
for short term funds. They may be obtained under customary 
— in varying maturities between 2 and 12 months. Com- 
plete information available on request to any of our offices. 


Commercial Paper Offices 


CHICAGO 
105 So. La Salle Street 


NEW YORK 
100 East 42nd Street 


SAN FRANCISCO 
225 Bush Street 


Financing exclusively dealers of 


THE STUDEBAKER CORPORATION 
OF AMERICA 


Caldwell & Co. 


INVESTMENT BANKERS 


Southern Municipal, Corporation and 
First Mortgage Bonds 


400 Union Street 


Nashville Tennessee 


Chicago Detroit Cincinnati St. Louis 
Louisville Kansas City Chattanooga 
Memphis Knoxville |New Orleans 
Birmingham Jackson St. Petersburg 
Jacksonville Greensboro Dallas 


Rogers Caldwell & Co.,Inc., New York 


Southern Municipals 
Bought — Sold — Quoted 


Liberal concessions to banks 


Orders executed on 
New York and Chicago 
Stock Exchanges 


Private wires to New York and Chicago 


A leading authority on all forms 
of investments throughout the South 
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Municipal Bonds 


Tax Exempt 
Omaha, IIll., Road 5% 1927/1936 
4.40% 


Lee Co., IIl., School Dis. No. 136, 
5% 1933/1938 4.50% 


Elizabeth City, N. C., Water 
Sewer 5%, 1936/1963 
4.50% to 4.70% 


Dickenson Co., Va., Road, 5%4%, 
1927/1932 4.70% 


Camden Co., Ga., St. Mary’s 
School Dis. 5%, 1927/1943 
5% 


Rabun Co., Ga., Clayton School 
Dis. 5%, 1936 5% 


Black Mountain, N. C., Improve- 
ment 6%, 1941/1953 5.50% 


Concessions to Banks 


Complete circulars sent 
on request 


MUNICIPAL BONDS 


39 South La Salle St., Chicago 
New York Detroit Philadelphia St. Louis 


265 
6 
GG GGG GG GGG G GDP GGG ADA 
> 
) 
> 
| 
1 
| SheHanchelt Bond Cr 
Incorporated 1910 \ 
| 


AMERICAN BANKERS ASSOCIATION JOURNAL 


GENERAL MOTORS 
ACCEPTANCE CORPORATION 


Executive Offices: 
250 West 57th Street, New York City 


( poe obligations of this institution are selected as appro- 
priate and sound mediums for short term investment by a 
large banking clientele. They may be obtained in convenient 
denominations and suitable maturities. 


DIRECTORS 


Alfred H. Swayne 
Chairman — Vice President, General 
Motors Corporation. 
Curtis C. Cooper 
President 
Albert L. Deane 
Vice President 
Pierre S. duPont 
Chairman, General Motors Corporation 


and E. I. duPont de Nemours & Co. 
Lammot duPont 


Finance Committee, General Motors 
Corporation. 


O. H. P. LaFarge 
General Motors Corporation 
Seward Prosser 
Chairman, Bankers Trust Company, 
New York 
John J. Raskob 
Chairman, Finance Committee, General 
Motors Corporation 
Alfred P. Sloan, Jr. 
resident, General Motors Corporation 
John J. Schumann, Jr. 
Vice President 
Donald M. Spaidal 


Vice President 


WE underwrite and distribute Public 
Utility, Industrial and Municipal Bonds. 


Special service to Banks in bonds 
for investment or re-sale. 


Full details on request. 


AC.ALLYN*» COMPANY 


Incorporated 


CHICAGO Phone Randolph 6340 


67 West Monroe St. 


New York Philadelphia Boston 


chases are still restricted by conditions 


abroad. 
Lead and Zinc 


F the other nonferrous metals, lead and 
zinc come next in importance. A rough 
calculation of the values, made by multiply- 
ing the 1925 production by average whole- 
sale priceg shows: Copper (including Chile) 
2,127,308,000 Ibs. @ 14.30c or $304,205,000 ; 
lead 1,325,000,000 Ibs. @ 8.92c or $118,190,- 
000; zinc 1,181,856,000 Ibs. @ 7.66c or 
$90,530,000; gold 2,376,514 fine ounces @ 
$20.67 or $49,123,000; silver 65,722,720 fine 
ounces @ 69.07c or $45,395,000; aluminum 
144,100,000 Ibs. @ 27.19c or $39,181,000. 
Lead is mined commercially in sixteen 
different states but the bulk of production 


Milwaukee 


Minneapolis San Francisco 


comes from the four states of Missouri, 
30.5 per cent, Utah 24.3 per cent, Idaho 18 
per cent and Oklahoma 11.4 per cent, to- 
gether making 84.2 per cent. The United 
States contributes 40 per cent of the world’s 
total, the other leading countries being 
Mexico, Australia, Spain and Canada. 

The largest uses for lead are in storage 
batteries and as white lead, red lead and 
litharge for the paint trades, after which 
come cable coverings, building, solder, bear- 
ing metal, lead foil, ammunition, typemetal, 
automobiles and railway equipment. Demand 
has shown a steady increase during the last 
few years but production has also been heavy. 
During the summer a curtailment of op- 
erations both at mines and refineries has 
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strengthened the statistical position of the 
metal and prices have recovered from the 
slump early in the year and will doubtless 
continue firm. However, any attempt to 
force them much higher would probably be 
reflected in heavier offerings of the metal, 
as both production and reserve supplies are 
ample for current needs. 

The mainstay of zinc demand is for “gal- 
vanizing” steel, either by dipping or clec- 
trolysis, in the manufacture of sheets, tubes, 
wire and other shapes, also in brass making 
(alloyed with copper) and as pure sheet 
and strip zinc, and in paints and numerous 
chemical compounds for medicinal purposes. 

In this metal, also, the preéminence oi the 
United States is shown, 47 per cent of the 
world’s production coming from this coun- 
try, principally Oklahoma, [Illinois and 
Pennsylvania. The leading foreign fields 
are Belgium, Poland, France, Germany and 
Australia. 


Tin, Nickel and Aluminum 


ORTH AMERICA contains no de- 

posits of tin to speak of, the main 
sources of supply being the Federated Malay 
States in the Far East (31 per cent), also 
the Dutch East Indies (22.5 per cent) and 
Bolivia, South America (22 per cent). The 
manufacture of tin plate for cans, etc., is 
of course the principal use, with solder 
(mixed with an equal part of lead) next. 
The central market is in London and a 
reference to the chart of prices shows that 
pig tin has the distinction of scoring the 
greatest advance in the last five years, hav- 
ing more than doubled in price. The rec- 
ord American consumption has _ reduced 
stocks both here and abroad and _ there 
seems little reason to expect any consider- 
able downward movement in prices, al- 
though quotations are accustomed to sharp 
minor fluctuations continuously. 

The “rust-proof” qualities of the nonfer- 
rous metals which make them valuable as a 
coating for iron and steel are also found in 
nickel, which is also used largely as an 
alloy with steel in structural shapes, ma- 
chinery and tools of every description, and 
automobiles. The pure malleable nickel in 
sheet form is used wherever corrosion 
would destroy other materials, such as in 
the chemical industry, laundries, hospitals, 
power plants, marine equipment, food pre- 
serving and packing, dairying, paper mak- 
ing, textile converting, and restaurant fix- 
tures, to enumerate only a few. 

The nickel deposits are largely in Canada 
and the ores usually contain copper also. 
International Nickel Company is the leading 
producer, controlling a large share of the 
world’s reserves and marketing the metal in 
the form of ingots, sheets, bars, wire, etc. 
“Monel-metal,” a natural alloy of nickel 
and copper, is in growing demand. Many 
of the diversified uses mentioned above have 
been developed by the company since the 
war to take the place of armor plate and 
guns on battleships which up to that time 
had furnished the principal demand. This 
change naturally was a slow process, and 
came only after an extended period during 
which substantial deficits were suffered and 
no dividend paid on the common stock from 
March 1, 1919 to September 30, 1925, but 
the success which has now been achieved 
will be appreciated by a reading of the last 
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few quarterly statements of earnings. 

Aluminum, because of its light weight 
combined with high tensile strength, is es- 
sential in aircraft, automobiles, machinery, 
kitchen utensils, etc. It occurs in practi- 
cally all clays and is almost the most plen- 
tiful metal there is, forming about 8 per 
cent of the earth’s crust. But due to other 
elements with which it is usually combined 
it cannot be smelted like other metals or 
refined by electrolysis of solutions of its 
salt. It is usually treated chemically to 
change it into an oxide of aluminum, then 
put into an electric furnace with a com- 
pound which comes from Greenland and is 
expensive but which is said to have recently 
been produced cheaply by Swedish chem- 
ists. Aluminum used to cost ten times what 
it does now but with the discovery of bet- 
ter methods of extraction and wider uses, 
it may some day largely replace iron. 

The leading producer in this field is the 
Aluminum Company of America which 
has large deposits in northern United States 
and Canada and utilizes water power on the 
St. Lawrence River for the operation of its 
plants and furnaces. The present price is 
around twenty-seven cents per pound, which 
is relatively much cheaper than copper, 
weight considered, for aluminum has a 
specific gravity of only 2.6 times water 
while copper is 8.7, so that an equal volume 
of copper would weigh 3.35 pounds and 
cost fifty cents. 


Gold Mines and Deficits 


HE table given at the beginning of this 

article might create the impression 
that earnings of several million dollars are 
common for mining companies, but on the 
contrary they are the rare exceptions, as a 
study of the statistical reports on income 
published by the Treasury Department will 
prove. Following are the official figures 
taken from the last five reports, the latest 
available being for the year 1923. They 
show for mining, smelting and refining 
companies the number of corporations re- 
porting net income and their aggregate net 
income; also the number of corporations re- 
porting no net income and their aggregate 
deficits. The income figures are before 
provision for taxes. 


Net Profits or Losses of Metal Mining, 
Smelting and Refining Corporations 
From Reports of Treasury Department 
Reporting net income Reporting net deficit 

Number Amount Number Amount 


Copper mining 

1919 29 $10,490,792 212 
1920 22 3,415,944 

1921 12 141,924 

1922 11 418,881 

1923 24 22,813,986 


Lead and zinc mining 


1919 35 9,502,566 
1920 26 5,106,817 
1921 20 1,451,570 
1922 45 11,981,470 
1923 57 10,718,652 


Gold, silver and precious.metals mining 


5,195,635 394 10,829,985 
3,386,714 438 

3,449,032 377 

6,174,181 291 

5,533,119 382 


Base metals (not including iron) smelting, 
refining, etc. 


1919 490 54,015,673 
1920 475 38,803,872 
1921 267 16,739,785 
1922 527 38,499,912 
1923 541 70,166,854 


$10.051.758 
24,553,886 
51,973,346 
33,132,906 
10,958,016 


2,695,184 
3,893,447 
3,497,993 
1,819,947 
2,665,044 


International Securities Trust 
OF AMERICA 


A MASSACHUSETTS TRUST 


First among American Investment Trusts 


Resources over $18,000,000 
New Light on Old Institutions 


As a pioneer American Investment Trust, International Se- 
curities Trust of America receives many enquiries concern- 
ing these institutions. In answer to growing public demand, 


the pamphlet entitled 


“ANSWERS TO QUESTIONS 
ABOUT AN INVESTMENT TRUST” 


has been brought up to date and is now available for dis- 


tribution. 


Send for Booklet 6-ABA-24 


American Founders Trust 


A MASSACHUSETTS TRUST 


FISCAL AGENT 


First National Bldg. 
Boston 


/ 


Growing Two 


50 Pine Street 
NewYork 


Ways at Once 


OR almost a hundred years, 


this bank has grown in size 


and service. 


Our aim is to 


keep on growing in service. 


Our size will take care of itself. 


How can we help you? 


THE 


™~ 40 WATER STREET 


Precious metals, smelting, refining, etc. 


1919 505 26,285,275 62 343,542 
1920 491 16,092,769 174 3,187,301 
1921 316 5,885,145 389 8,591,028 
1922 423 10,862,172 296 4,148,616 
1923 495 13,506,766 268 2,363,585 


These figures indicate that the companies 
engaged solely in mining the precious metals 
have their earnings more than offset each 
year by the deficits of unsuccessful com- 
panies, while those producing the precious 
metals as a by-product of copper, lead and 
zinc fare much better. 

Gold mining may be the royal road to 
wealth in fiction, but in practice it more 
often leads to deficits, assessments and re- 
organizations. A stock salesman never 
points out to a prospective purchaser that 
for every gold or silver mine making any 


NATIONAL 


BOSTON, MASS. 


CALIFORNIA FACTS 


(The Statistical Magazine) 

ALL ABOUT CALIFORNIA OPpoRTUNITIES 
AUTHORITIVE, unbiased “ Facts Only” 
concerning FINANCIAL, Industrial, 
Commercial & Agricultural CALIFORNIA. 
Get yours while they last. Mail name with 
25c coin to “California Facts,” P.O. Drawer 
H.1, Hollywood Station, Los Angeles, Calif. 


income at all, there are four other mines 
running at a loss. 

It will be observed that the earnings of 
the companies engaged in smelting, refin- 
ing, etc., make a much more favorable 
showing than those in the mining branch 
of the industry. This improves the income 
statements of the large, integrated organi- 
zations which publish consolidated figures 
covering all of their subsidiaries. 
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157 
97 
107 
72 
80 
1919 122 
1920 83 
1921 73 
1922 76 
1923 82 
133 4,878,955 
236 6,630,385 
482 22,909,602 
323 8,638,682 
307 5,205,426 
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What Detroit Discovered 
About Tear Gas! 


o——-—— 
fp 


THE VALUE OF 


FEDERAL TEAR 
GAS WAS CON. 
VINCINGLY 
PROVED IN 
DETROIT, 


SEPTEMBER 18th 


WO armed robbers entered the Kircheval Ave. Branch of 

.the Commonwealth-Federal Savings Bank. One walked to 
the manager’s window and demanded his cash. The other held 
his gun against a woman customer. 


Dropping out of sight the manager 
touched the gas foot-control. Re- 
sults were instantaneous; the rob- 
bers staggered, groped their way 
to the door, blinded by the 


stinging effects of the gas. 


Within an hour they appeared at 
a nearby bank that has no gas 
protection, made a_ successful 
haul—and getaway; 


At the first bank there was no 
panic—no shooting. It was all 


over quicker than it takes to tell 
it. No one injured—bank funds 
intact. Neither employes nor 
customers were incapacitated. A 
few minutes in the open air and 
their eyes were normal. 


This is good news to the hundreds 
of banks that enjoy the protec- 
tion of Federal Tear Gas. 


It is of even greater interest to 


those that do not have it. 


No bank bearing our sign has ever had a successful daylight robbery. 


A Federal Tear Gas installation 


does not mar the architecture 


of your bank. It is inexpensive to install and is the most mod- 
ern bandit proof protection product. 


Write today for full information about this 
modern, successful defence. 


FEDERAL LABORATORIES, Inc. 


1631 Liberty Avenue 


Pittsburgh, Pa. 


BRANCH OFFICES IN 


NEW YORK PHILADELPHIA 
MINNEAPOLIS 


CHICAGO 
ST. LOUIS 


DETROIT TOLEDO MILWAUKEE 


KANSAS CITY and INDIANAPOLIS 


FIFTH and SPRING * LOS ANGELES 


Send Your Friends 


to this Bank 


Letters of Introduction receive 
the utmost care and attention 


President J. Dasney Day 


Vice-Presidents V-Pres.Comptroller 
Vat. J. Grunp 


F.R. Atvorp 


C. Sumner JAMES 
Joun Burs Asst. V- Presidents 


Frank C.Mortmer  H.C.Vocersanc 
C. A. Rupe Sam S. Parsons 


FIFTH AND SPRING 


CITIZENS 


ATIONAL BANK 


LOS ANGELES 


Chechriter 
Men! 


The FORGERY APPEAL is the 
ONLY appeal through which 
check writers can be SUCCESS- 
FULLY sold today, and _ the 
FORGERY-PROOF SENTINEL 
is a REAL forgery prevention 
device. 


A request from any check writer 
man will bring our countersigna- 
ture sales appeal—proclaimed by 
many as the most forceful and 
effective sales message ever told. 


An exclusive agency connection 
with Hall-Welter on this up-to- 
the-minute proposition is a real 
opportunity. You owe it to your- 
self to ask for the FACTS. 


HALL-WELTER CO., Inc. 
Searle Bldg. 
ROCHESTER, NEW YORK 


When writing to advertisers please mention the American Bankers Association Journal 
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How lIowa’s Banking Board Helps 


By L. A. ANDREW 


Superintendent of Banking for Iowa 


HE Iowa state legislature, at its ses- 

sion in the spring of 1925, passed a law 
putting into effect the State Banking Board, 
composed of five members, of which the 
Superintendent of Banking is ex-officio a 
member and chairman. The four members 
are appointed by the Governor. The term 
of office of each member of the Banking 
Board is contemporaneous with the term of 
office of the superintendent. They do not 
receive any salary except per diem and ex- 
penses. 

Meetings are held regularly once each 
month at the office of the Superintendent 
of Banking, and special meetings are called 
when necessary. The law provides: “Said 
board shall act in connection with the su- 
perintendent in an advisory capacity concern- 
ing all matters pertaining to the conduct of 
the banking department and the administra- 


tion of the Iowa banking laws.” 


HAMMILL appointed the 
new Banking Board soon after the pres- 
ent superintendent took office in July, 1925. 
The members are as follows: L. A. Andrew, 
chairman, Superintendent of Banks, Des 
Moines; John H. Hogan, president Des 
Moines National Bank, Des Moines; E. W. 
Miller, president Commercial National 
Bank, Waterloo; Ray Nyemaster, vice- 
president American Commercial and Sav- 
ings Bank, Davenport, and C. J. Wohlen- 
berg, president Holstein Savings Bank, Hol- 
stein. They were chosen from different sec- 
tions of the state, particularly for their 
general high standing and their knowledge 
of banking conditions. 

In practical operation, we have found the 
Banking Board to be of much help in nu- 
merous trouble situations which have come 
up during the past year. Soon after the 
Banking Board was appointed, all new char- 
ters were ordered referred to it, and the 
members have handled this part of the work 
all during the year. 

Different requirements have been set 
out for these new charters. While the 


banking laws of the state provide that new 
banks can be organized with $10,000 capi- 
tal, the Banking Board has made a ruling 
requiring a minimum capital of $25,000. No 
application is considered unless there is a 
real need for the bank in the community 
and every prospect of its being a success. 
All the stockholders in new banks have been 
required to show that they are worth at 
least twice the amount of stock subscribed, 
and the officers chosen have had to make a 
showing that they have had the necessary 
experience and are qualified to conduct a 
bank in a successful way. The members of 
the Banking Board have assisted as indi- 
viduals in their respective territories by tak- 
ing up and helping to solve specific banking 
troubles. 

Every month at their meetings they have 
gone over with the superintendent all trouble 
cases, and their advice has been invaluable. 
Many times in making adjustments where 
there was any dispute between the depart- 
ment and the bank, our men, under instruc- 
tions, have offered to have the matter re- 
ferred to the Banking Board, if desired. In 
a large percentage of instances this has been 
agreed to and has left a much better feeling 
regarding matters which were in question. 


' fact that the Banking Board was re- 
viewing most of these trouble cases has 
also had a stabilizing influence and has 
helped the department in its work. Several 
times the banking department has sent a 
member of the Banking Board to a certain 


point to adjust difficulties. They have also 
aided in bringing about consolidations that 
seemed to be desirable. 

The Banking Board has proven very help- 
ful to the department in many ways, par- 
ticularly in the handling of new charters; 
making rules for better banking not cov- 
ered by our banking laws, and in general 
have been of great help to the superintend- 
ent in handling a large number of trouble 
cases. 


Can the Small-Town Bank Survive? 


(Continued from page 204) 


of casually uttered criticisms of one who 
chances to be related to the interlocutor by 
marriage. The difficulties experienced by 
outsiders with this phase of small-town life 
are a constant source of amusement to the 
natives. 

Through membership in lodges, churches, 
civic organizations and the like, the local 
banker has another hold on his customers 
which is denied to the non-resident. Small- 
town citizens are clannish, and they will 
overlook many imperfections for the sake 


of doing business with a fellow lodge mem- 
ber or a brother officer of the Kiwanis Club. 

We fellows out here can even listen with 
tolerance to the customer who advocates 
the election of a wild-eyed senatorial candi- 
date, let us say—knowing, as we do, the 
grievances and resentments which render it 
possible for such a candidate to make a suc- 
cessful appeal to the voting constituency. 
Under the same circumstances the banker 
out of touch with rural sentiment would 


RECUPERATE 
“In The Shadow of the Rgckies" 


Those who suffer from nervous 
blood pressure derive incalculable benefit from a 
four weeks’ course in corrective habits of right 
living in the Tilden Health School, Denver, Colo. 
Arthur Vos, M. D., B. A., Pres. and Gen. Mgr. 


Since no drugs, serums or surgery are 
used in this school, the course is of the nature of 
a recuperation or rest. 

Spend your vacation here. Learn 
how to get well, stay well and attain the highest 
efficiency of both body and mind. Low railroad 
fares and rates during summer months. Write 
today for literature. 

Address Dept., J 
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probably resort to the tossing of inkwells 
in support of his side of the argument, 
would lose a good customer, while at the 
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Heelcrete Vaults 
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The world’s great- 
est vault — the 
Steelcrete Vault 
of the Federal 
Reserve Bank of 
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Steelcrete Armor. 


The Consolidated Expanded Metal Companies 
Wheeling, W. Va. 


Offices 


New Idea in 
Coin Wrappers 


“Steel-Strong”’ 
Rainbow Wrappers 


wrap pennies, nickels, 
dimes, quarters and halves—denom- 
ination wrapped is shown by colored 
spiral line on the wrapped package. 

One wrapper wraps five denominations 
Replace your Old Styles with Rainbows 
Sold by all Stationers—Write for Catalog 


The C. L. Downey Co., 
941-943 Clark St., - Cincinnati, Ohio 


Makers of "‘Steel-Strong” nationally used 
bank supplies for 8 years. 


BANK FOR SALE 
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at yy in city of over 200,000 popu- 

ation. 
CAPITAL and SURPLUS, $500,000.00. 
DEPOSITS, over $4,000,000.00. 
— unlimited for expan- 


REASON, will explain to your satisfaction. 
For confidential information address Box A, 
care this Journal. 


same time leaving the poor fellow in a more 
recalcitrant frame of mind than ever. 


Coming Back Strong 


HE agricultural depression has been 

hard on the small banks of the Middle 
West, but it has not sounded their death- 
knell—not by any means. Those of the 
fraternity who have succeeded in weather- 
ing the storm have a stronger hold than 
ever on their constituency, and in most cases 
are in a stronger economic position than 
ever. 


in Principal Cities. 


Is Federal 
(Continued from page 219) 


short haul business.” Illinois Central— 
“Passenger revenue decreased 3.16 per cent. 
There were increases in long distance travel 
which were more than offset by the de- 
crease in local travel.” Chicago & North 
Western—‘“Careful analysis of the cause for 
the passenger decrease has been made and 
it is interesting to know that the percentage 
of decrease is all in the short haul busi- 
ness.” Missouri Pacific—‘‘Passenger reve- 
nue decreased 5.64 per cent.” Chicago, Bur- 
lington & Quincy—‘‘We carried 6.6 per cent 
less revenue passengers than in 1924, on 
account of the greater use of privately 
owned and publicly operated motor vehicles.” 
Norfolk & Western—“Number of passen- 
gers carried decreased 15.61 per cent.” Buf- 
falo, Rochester & Pittsburgh—‘“Passenger 
revenues decreased 11.44 per cent.” Mis- 
souri-Kansas-Texas—“Passenger train rev- 
enues decreased $1,132,011 due to constant 
increase in bus and automobile competi- 
tion.” Chesapeake & Ohio—“Passenger 
revenues decreased 11.3 per cent.” 

The railways favor regulation of the 
motor bus. They want regulation which 
will prevent “fly-by-night” bus operators 
from competing with them in fair weather 
and quietly withdrawing from the field in 
foul. They want the rates charged by the 
bus operators uniform. They want the buses 
taxed amounts commensurate with their use 
of and damage to the highways, and so on. 
In a word, the steam railways want the 
same protection from motor bus competi- 
tion that the street railways demanded from 
the jitney. 


Bus Regulation Coming 


NYONE who has followed the hearings 
of the Interstate Commerce Commis- 
sion in the motor transport investigation 
cannot but be convinced that regulation of 
the motor bus by the Interstate Commerce 
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Commission is inevitable. Opposition to 
the regulation of the bus is almost non- 
existent. Only a few smaller bus operators, 
who have felt that regulation might impose 
upon them an expensive burden which their 
small size could not carry disapproved it, 
On the other hand, representatives not only 
of the railways and of the state public util- 
ities commissions but also of the larger bus 
companies and of the associations of manu- 
facturers of buses, including the National 
Automobile Chamber of Commerce and the 
American Automobile Association, testified 
strongly in favor of regulation. 

That there will be regulation, therefore, 
seems to be assured. The only question re- 
maining to be settled is the form of the reg- 
ulation which will be adopted and the de- 
gree of its completeness. The form of the 
regulation will probably be similar to the 
regulation prescribed for the railways, i. e., 
requirements for certificates of convenience 
and necessity to engage in or expand opera- 
tions, safety, the rendering of reports on 
operations and so on. 

The administration of any regulatory laws 
that may be passed probably will be car- 
ried on by the Interstate Commerce Com- 
mission through the agency and with the 
assistance of the state commissions. The plan 
which seems to have the most general ap- 
proval is that advanced last year by the Na- 
tional Association of Railway and Utilities 
Commissioners, which proposed that regu- 
lation of the buses under the Interstate Com- 
merce Commission be carried out by the 
state commissions individually in the case 
of intrastate operations, by joint commis- 
sions of two or more states in the case of 
interstate operations, and by appeal for final 
ruling to the Interstate Commerce Commis- 
sion, itself, in case of disputes between two 
states. This plan would relieve the Inter- 
state Commerce Commission of a_ vast 
amount of detail work which it is scarcely 
equipped to handle with its present person- 
nel. 


Motor Trucks Excluded 


EGULATION of the motor bus is con- 

fidently anticipated. It will almost 
surely come to pass within a very short 
time unless bus regulation becomes involved 
with truck regulation. If motor bus regu- 
lation is considered by itself, it should meet 
with little opposition. On the other hand, 
if it is not considered individually but is 
lumped in with the consideration of regu- 
lation of motor transport in general, in- 
cluding motor truck transportation, it may 
be indefinitely postponed, for motor truck 
regulation is a wholly different matter. 
There is widespread opposition to it, not 
only among the truck men themselves but 
even among shippers. 

It was this opposition to truck operation 
that prevented the passage of the legislation 
designed to regulate motor transportation 
which was introduced in the last session of 
Congress at the behest of the National As- 
sociation of Railway and Utilities Commis- 
sioners. There will be a hard fight before 
any legislation regulating both bus and 
truck operations can be passed in Congress. 
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